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SCIENTIFIC ROTATION 


versus 


A SIT-TIGHT POLICY 


Many investors are of the belief that if they simply sit back and wait, 
the securities they are holding will advance equally with the market. 
However, the fallacy of such reasoning is clearly illustrated by the 


following actual case. 


We prepared and sent to »ne of our new clients the initial analysis 
which is rendered as the first step in our service. In it we advised 
the sale of 7 common and 3 preferred stocks aggregating in market 
value $17,075—and recommended in replacement the purchase of 


4 second-grade bonds and 7 common stocks at a total cost of $16,750. 


In exactly one month the securities we recommended buying showed 
a profit of $4,500—whereas those we advised selling advanced only 
$130. Yet during that period we experienced one of the sharpest 


advances since the bull market of several years ago. 


Certainly this is conclusive evidence that only by selective rotation 
can you be assured the ultimate and speediest recovery of your 


original investment capital. 


If you will send us a list of the securities you are now holding, and 
specify the amount of cash available for additional investment, we 
shall be glad to make a preliminary survey. We will tell you how we 
can assist you in better safeguarding your capital and operating your 
account as a greater source of profit. Your consideration will involve 
no cost or obligation—and our knowledge of your financial affairs 


will be held in absolute confidence. 


INVESTMENT MANAGEMENT SERVICE 
A Division of The Magazine of Wall Street 
90 BROAD STREET NEW YORK, N. Y. 
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Stock Ratings 
put all the facts that 
mean profits at your 


Adjustable 
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They enable you to know the chan 

outlook for your investments—the in- 

dustries which are progressing or 
e companies which of- 


declining—th 


fingertips ... 


fer the soundest profit possibilities. 
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Their complete statistical data is es- 


gives 
ess, 


sential in judging and keeping track 
of all the leading companies in 


which you are interested— 


1—the nature of their busin 
2—funded debt if any, 3— 


number of shares outstand-, 
ing, 4—par value, 5—divi- 
dends, 6—dividend rate, 


range, 8—recent split- 
ups or stock divi- 


7—1932 and 1933 price 
dends. 
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at a very small price as compared to costs 
running up to $40. and $50. and more for 


ferred 
Ex- 
statistical information of this class and char- 


have on the 
stocks on the New York Stock 
It is almost 


This 112-page booklet, revised 
ly, gives you 


and published month 


all the facts you must 
1500 leading common and pre 


change and Curb Market. 
a complete investment service in itse 


Used in conjunction with The Magazine 


of Wall Street it provides a complete investment 
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Odd 
Lots 


Trading in Odd Lots 
of Listed Securities of- 
fers diversification and 
safety to both the large 
and small investor. 


We have prepared an 
interesting booklet 
which explains the many 
advantages offered by 
odd lot trading on the 
New York Stock Ex- 
change. 





Copy furnished on request. 


Ask for M. W. 614 


100 
Share Lots 


John Muir&. ©. 


Members 
New York Stock Exchange 


39 Broadway New York 
Branch Office—11 West 42nd St. 



































Censorship 


The Magazine of Wall Street rejects 
more advertising per issue than any 
other financial publication. The high 
standards demanded by The Magazine 
of Wall Street assure our readers of 
the reliable source of information an- 
nounced by our advertisers. Bankers, 
institutions and investors read the Maga- 
zine to gain information of the offerings 


of responsible firms. 
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Many Eggs in Many Baskets 


ness, coupled with enough pros- 

pects of currency inflation to 
foster rising prices, the problem of 
investment is, as always, beset with 
dificulties. In the years between 
1929 and 1932 it was a question of 
fnding bonds of companies sufficiently 
trong and well situated to continue 
paying their interest, or of finding the 
common stock of some company that 
would resist the onslaught of depres- 
son, and then to avoid paying too 
much for it. Now, although the diffi- 
culties are not the same difficulties, 
they are equally alive. 

At this time, there is no industry, 
no company, in which profitable out- 
come of investment is positively as- 
sured—yet, opportunity is present on 
all sides. Moreover, the difficulties of 
the investor are being in no wise les- 
ened by the hazards which are con- 
tantly springing up as a result of gov- 
emment policy. At one time it was 
possible to appraise the outlook for an 
industry or a company on the basis 
of economic probabilities. Now, it is 
possible to discover the economic ideal 
oly to have the Government come 


iF ce in time of recovering busi- 


quae 


along with its power of taxation and 
regulation and completely reverse the 
picture. 

Under such circumstances, the ad- 
monition of Carnegie to “put all the 
eggs in one basket, and then watch the 
basket” does not apply. Safety, as 
usual, is only acquired in an average 
result—in a word, by diversification. To 
disregard the diversification principle 
today is to court disaster. 

The value of this point is illustrated 
without difficulty. One might elect to 
place one’s money, for example, in a 
well-run company with profitable for- 
eign subsidiaries, on the theory that 
should anything happen to the United 
States or its money, the foreign pro- 
perty would still be valuable. Though 
this were logical action, should the 
ever-present threat of war turn to an 
actuality, the foreign subsidiaries might 
be cut off completely. On the other 
hand, should an investment be made in 
chemical companies in order to profit 
from war, the war might never develop 
and no one can deny that most of these 
companies are liberally priced on the 
basis of current earning power. 

There are disadvantages everywhere. 


A profitable monopoly can be ruined 
at any time by a new invention or gov- 
ernment action; liquor manufacturers 
are threatened with both taxation and 
regulation; tobaccos by higher prices 
for raw materials and higher costs; the 
utilities by political agitation. Buy the 
soundest of bonds and there is the pos- 
sibility of inflation; buy second-grade 
bonds and have the market fade away 
just when one wants to sell. 

Because adverse possibilities are so 
universal, it may seem perhaps that 
successful investment necessarily must 
be a matter of luck; that a hit or miss 
system will do as well as the most care- 
ful investigation. This is not true. By 
all means investigate carefully and then, 
in the event of a favorable outlook, say 
to oneself: “But even though every 
prospect is bright I won’t over-commit 
myself, for I may have missed some- 
thing, or something may develop which 
could have been foreseen by no one.” 
Many carefully selected eggs in as 
many baskets is the wise portfolio policy 
today. Diversify in stocks and bonds, 
diversify geographically, by price 
classes, and diversify by industry. The 
prudent investor can do no less. 
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To invest successfully in 1934 you must act on facts.; Earnings, 
financial positions, and actual prospects will be more important ( 
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The Trend of Events 


—A Donnybrook Fair 
— Air Mail Contracts 


— Lurking Inflation 

— Wise Second Thought 

— Breaking the Jam 
A DONNYBROOK ENERAL JOHNSON 
FAIR has summoned all the 


victors and victims of 
the codes to Washington. Without regard to enmity 
or friendship to the N R A, the slambang General has 
invited all those who are weary and heavy-laden under 
codoxcracy and all who find in it surcease of industrial 
grief to gather in Washington and mingle their tears 
and their laughter. In a mingled cave of Adullam and 
harvest home festival, knockers and rejoicers are to 
express themselves without stint and without fear. 
Afterwards representatives of all the codes are to 
gather in a great congress of governmentally organized 
industry and commerce. The big show is to be free, 
free of charge and free of censors. It is a sort of mass 
convention met to pass in national convocation on the 
universal topic of discussion wherever two -or three 
business men are gathered together. Buyer, seller, 


C. G. Wyckoff 
Publisher 





Laurence Stern 
Associate Editors 


manufacturer and consumer are to pound the mourn- 
ful drum or clash the gay cymbals to their heart's 
content. And if you can’t go you are urged to write 
down your griefs and your joys and forward them 
to General Johnson. All that is uttered and all that 
is written is to be considered and weighed. NRA 
and its codes are to be tried and adjudged in all the 
wild freedom of a Donnybrook fair. The gang can 
crack down on General Johnson and he can crack 
down on all and sundry. We have never doubted 
General Johnson's courage and after this we shall not 
doubt his acumen. If anything can put over the new 
deal in business and make the recipients like it this con- 
vocation of friend and foe can do it. We predict that 
it will become an annual festival which may yet grow 
into something new in Government—an economic par- 
liament of the men who make the nation because they 
shape its daily life. 


—_ oi 
AIR MAIL F all of the pertinent evi- 
CONTRACTS dence has been revealed, it 


is difficult to escape the 
sobering conclusion that the action of the Administra- 
tion in suddenly cancelling all air-mail contracts was 
impulsive, high-handed and unjust. Both in the action 
taken and in the official comment upon it, there is 
an apparent willingness, if not desire, to discredit— 
without trial—the dominant companies in an important 
private industry. Moreover, running through the 
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whole proceeding, there is an apparent inference, in- 
creasingly popular among political demogogues, that 
if anyone—including Colonel Lindbergh—makes a sub- 
stantial amount of money there must be something im- 
proper or shady about it. We hold no brief for those 
who made millions out of the speculative boom in 
aviation stocks in 1928 and 1929. Yet their profits 
were legal and were by no means unique in a period 
when almost all of us were dancing along the prim- 
rose path of speculation. As for air-mail subsidies, the 
amount paid by the Government last year was about 
$19,000,000 and of this it got back approximately $7,- 
000,000 on air-mail stamps. In short, at a net cost of $12,- 
000,000 to the Government last year, this country had a 
commercial aviation system undeniably the best in the 
world, It served, indeed, as a model to the British and 
the Dutch. As for the “collusive bidding” which 
centered control of this system in the hands of three 
large companies, what sound alternative was there? 
It must not be forgotten that the air-mail planes were 
also passenger planes. Should the public be asked to 
risk its lives in the hands of a variety of hastily-formed 
air-transport companies selected on the basis of the low- 
est bids? We think not! Common sense dictates that 
so vital and dangerous a service be centered in a few 
companies whose experience, resources and technical 
equipment are the very best available. Let us by all 
means have all of the facts, that considered public judg- 
ment may settle a controversy now muddied by ani- 
mosity and bias. And while we are examining the 
facts, let us also have the results of the recent investiga- 
tion by the New York Stock Exchange of trading in 
aviation stocks. This, too, should be part of the record. 
If that record, so far as the commercial aviation com- 
panies are concerned, is no blacker than it now seems 
to be, we believe the public judgment can only be that 
an impulsive political act has wrought an injustice 
which should be quickly corrected. If private industry 
is to be thus summarily punished, without even a fair 
hearing, what industry can confidently enter into con- 
tracts with the Government? If the men who have 
built American commercial aviation to a premier place 
can be figuratively shot at dawn, without even formality 
of court martial, who will be next? 


— 
LURKING HE country is taking too much 
INFLATION for granted if it assumes that all 


danger of money inflation has 
passed. The dream of the inflationists is a lot of money 
in the pockets of the people. To get a lot of money 
into said pockets there must first be a lot of it. And 
the Government must make and pass it out. C W A, 
P W A and many other agencies have been putting a 
lot of borrowed money into millions of gaping pockets. 
If those pockets continue to gape the limits of borrow- 
ing will soon be reached. Besides, the woods are full 
of people who sincerely believe that there is not enough 
“regular money in circulation. The revival of the 
greenback, soldiers’ bonus plan and the dalliance with 
silver are warnings that if full business recovery does 
not come soon there may be a knock-down-and-drag-out 
fight between money expansion and whatever of sound 


money we have left. Maybe there will be no fight, for 
it is an even guess that President Roosevelt will ‘do 
something big” for silver. And what about that gold 
devaluation profit in the treasury? Undoubtedly the 
country could stand some expansion of the currency, 
but manufacturing money is a fascinating business and 
once begun is hard to drop. 


—_~ 


HE Administration and 
Congress are to be com- 
mended for their decision 
to extend for one year the temporary guarantee of 
bank deposits which was enacted last year and which 
took effect on January 1. This provides a guarantee 
of deposits up to $2,500 and involves only a limited 
and moderate liability on the part of banks participat- 
ing in the plan. In contrast, the permanent guarantee, 
previously scheduled to go into effect next July 1, was 
designed to guarantee larger deposits and involved an 
unlimited liability of member banks for the possible 
losses of weak or incompetent banks, thus putting a 
premium on loose banking. It was so serious a threat 
that many banks considered withdrawing from the 
national banking system in order to escape compliance 
with the plan. The temporary plan would seem ade- 
quate, for guarantee of deposits up to $2,500 covers 
97 per cent of all depositors. Thus, it fully protects 
the average depositor. The large depositor in most 
instances is able to protect himself. It is to be hoped 
that before July 1, 1935, rolls around the temporary 
plan will be made permanent and the permanent plan 


will be abandoned for good. 


WISE SECOND 
THOUGHT 


——_ 
BREAKING P. MORGAN & CO. and the 
THE JAM First National Bank, long bank- 


ers to the New York Central 
Railroad, have agreed to underwrite up to $40,000,000 
of a $60,000,000 bond issue soon to be offered by this 
road. Stockholders are offered first chance to subscribe 
to the entire issue, which will consist of 10-year, 6 
per cent convertible bonds. In connection with this 
operation, the Reconstruction Finance Corporation has 
agreed to lend the road $20,000,000 for three years, if 
such help should prove necessary. 

The significance of this financing goes far beyond the 
fact that it will greatly bolster the position of one of 
the country’s leading transportation systems. It repre- 
sents the first large corporate flotation since the Fed- 
eral Securities Act was adopted and is the first im- 
portant railroad offering in many years. For months 
leading banking firms have felt that in this important 
operation their hands were hopelessly tied by the Se- 
curities Act. The underwriting now agreed to appears 
to be a significant break in this jam. Together with the 
recently improved position of the general bond market, 
such a demonstration by leading bankers of their will- 
ingness to resume normal investment banking opera- 
tions, in spite of the Securities Act, should do much 
to encourage a similar change of attitude on the part 
of investment bankers generally. 
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As I See lt ~ 


By Charles Benedict 


Revival At the Cost of Private Enterprise? 


F the group of brain trusters and radically-minded Con- 
gressmen realize their dreams, they will commit the 
country to the boldest possible advance toward social- 

ization while it is still in the midst of revolt and resentment 
against whatever brought it to the present low estate. 
Economic adversity has ever been the opportunity of the 
reformer and the revolutionist. A nation full-fed and 
prosperous is unlikely to undertake fundamental reforms. 
“Let well enough alone” is the conservative dictum at such 
times, but when the nation is in depression and recognizes 
that part of its sufferings are due to deep set evils, it is 
ready to welcome permanent cures as well as palliatives. 

Here lies the danger: That we will confuse essential 
steps toward business recovery with radical measures that 
will upheave the economic and social order. The President 
so far has been inclined to favor the middle ground between 
revolution and tradition. He seeks to modernize the exist- 
ing economic and social structure, not to demolish it. His ad- 
visers, however, include many radicals and few conserva- 
tives. The former seek to take advantage of this rare 
opportunity to socialize us as far as possible before recurring 
prosperity checks their “left” tendencies. They reason that 
whatever is accomplished in social reconstruction in a time 
of profound disturbance and great popular dissatisfaction 
is likely to remain. 

That is why the President's advisers have made the most 
of the National Industrial Recovery Act,—why they have 
been so satisfied with the new Securities Act, and with the 
recent move to regulate stock exchanges. That is why 
they have vigorously sponsored the Tennessee Valley de- 
velopment and other measures to restrict and restrain the 
public utilities. 

Through the N R A they hope to bring about a planned 
economy that can be as 
essentially controlled from 
Washington under the 
vestments of capitalism, 
in its manufacturing and 
merchandising aspects, as 
Russia is directed f rom 
Moscow under outright 
socialism. By means of 
the Tennessee Valley ex- 
periment, they would at- 
tempt to demonstrate by 
Federal competition t he 
failure of the capitalistic 
public utilities to provide 
cheap current. If they 
can get the Government 
well started in the utility 

usiness, it is but a step 
to plunge it into railroad- 
Ing and other forms of 
transportation. The R FC, 
the Home Owners’ Loan 
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Corporation and other financial agencies are advanc- 
ing us further into Government banking. 

It may be argued that some of these activities are made 
necessary by conditions, and the point is well taken. Gov- 
ernment aid has been and still is essential. But let us 
make sure that such endeavors are temporary and that we 
go no further than necessary in extending the Government 
into private fields. Let us keep to the minimum of restric- 
tion rather than establish despotic authority such as that 
recently proposed for the Federal Trade Commission over 
the security exchanges. 

The radical group won a big point when they pursuaded 
the President to demand sweeping reforms of the ex- 
changes at this session of Congress. They saw in the drastic 
Fletcher-Rayburn bill an opportunity not only to gain a 
measure of control over exchanges, but to extend the hand 
of bureaucratic regulation into every corporation whose 
securities are listed—an opportunity to advance in the 
nationalization of industry. 

The President so far, however, has again clung to middle 
ground. No sooner had he voiced a demand for regulation 
than he caused it to be known that he was not committed 
to any particular measure. In this he is following his 
well-known technique of making a thrust and pausing to 
observe its effects before he joins battle. He has already 
received evidence of the boomerang possibilities of a law 
conceived in righteous anger but written in ignorance. 
When so vehement an enemy of Wall Street as Samuel 
Untermeyer is moved to comment adversely on the bill’s 
severity and dangers, it must indeed go far beyond neces- 
sary corrections of existing abuses. 

This bill is apparently a forerunner of a concerted en- 
deavor to stamp out speculation. The theorists, however, 
evidently do not recognize 
that speculation is an in- 
herent quality of human 
nature, and an essential 
attribute of business. They 
fail to grasp the irony of 
the fact that the very pur- 
poses for which they are 
currently employing the 
people’s funds are inescap- 
ably speculative. The 
New Deal itself, its con- 
trol of money, markets, 
prices and what not is a 
gigantic speculation. Al- 
though perhaps, in their 
zeal to subtly convert this 
nation to collectivism 
under the guise of giving 
it a cure for depression, 
they have lost sight of the 
element of chance. Let 
(Please turn to page 530) 
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q Technical Strength Provides Resistance to Adverse Influences. 


g Rising Business and Inflationary Threats Provide Strong Long- 


Term Base. 


How Far Can This Market Go? 


By A, T. MILLER 


HE stock market has shown impressive fortitude in 
withstanding such recent shocks as the proposed 
drastic Federal regulation of exchanges and the sharp 

break in aviation shares precipitated by the Government's 
hasty and unheralded cancellation of air-mail contracts. 
The test supplied by these two items of unfsvorable news 
has been met in a manner which clearly suggests a con- 
tinuing absence of important liquidating pressure and a 
continuing reluctance of the market to permit reaction to 
run for the present beyond normal technical proportions 
of 5 to 10 per cent. 

To this extent the price movement of the last fortnight 
encourages speculative hope that the major advance, dis- 
counting the three dominant factors of dollar revaluation, 
de facto dollar stabilization and business improvement, will 
get under way again as spring approaches. Yet the per- 
formance thus far has been favorable chiefly in a negative 
sense. In the current speculation there is little evidence 
of positive conviction or vitality. 


Pace Slackens 


Trading activity has declined from an average volume 
around 3,000,000 shares daily to approximately a 2,000,000- 
share figure. This toning down of the speculative pace 
may quite reasonably be attributed to an inclination to 
await the final decision of Congress and of the Adminis- 
tration on the vital matter of Federal control of all securi- 
ties exchanges, although there is increasing belief that the 
original sweeping legislative proposals will be substantially 
modified. 

Whether this be the sole reason, the speculative appetite 
of the moment appears to be slightly jaded. For months 
it has been fed on many delicacies suddenly produced at 
Washington. Each such morsel has smelled very stronaly 
of monetary spices and condiments. In comparison with 
such fare, the corn beef and cabbage supplied by gradually 
expanding business activity is prosaic food. The latter, to 
be sure, supplies the bone and muscle of major stock 
market recovery, but it works slowly and speculation is 
impatient. 

It may be that a fresh impulse to dynamic speculation 
will be had in coming weeks in the adoption by Congress 
of a Federal market control less severe than was originally 
threatened. It may be that another inflationary shot in 
the speculative arm will be had in further Administration 
tinkering with silver. From all the available signs, some- 
thing along this line appears -to be in the cards. 

Without a push from one or the other or both of these 
possibilities, anticipation of any significant extension of 
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the recent advance during the spring can only rest on the 
accumulating support provided by expanding industrial 
activity. Possibly it would be the part of prudence not to 
expect too much from any of these potentialities. The 
strongest speculative impulses of recent months have been 
provided by unexpected and undiscounted Washington 
news. Modification of the regulatory legislation which 
hangs over speculative heads will not be a surprise. Neither 
will it be surprising if some official boon is thrown to 
silver—unless such action proves to possess more inflation- 
ary significance than has already been discounted by sub- 
stantial advance in silver stocks. 

As for the business factor, although it is unquestionably 
favorable, the insistent question presents itself whether the 
probable results of the next three to six months—as re- 
flected in actual corporate earnings—have or have not 
been adequately discounted by the majority of stocks. It 
is a question not to be answered with a categorical “Yes” 
or “No.” A great many of the leading stocks, probably a 
majority, in fact, of those once happily regarded as “Blue 
Chips,” are selling at a rather high ratio to such earnings 
as even optimistic eyes can see over the next six months. 
The question is not whether such issues will suffer im- 
portant decline, for they probably will not as long as the 
rank and file of investors see no reason to liquidate, but 
whether they offer logical promise of worth-while advance 
above present quotations. 


Level of Resistance 


By the margin of 2 to 5 points, some of these leaders 
have crept up to new highs over the last six weeks, but 
have done so in obviously laborious fashion. Among many 
the net gain of the past six weeks has been too small to sug’ 
gest a vitality indicative of the beginning of broad advance. 

Aside from logical doubts as to the probable develop: 
ment of corporate earning power this year justifying sub 
stantial further appreciation in numerous of these leading 
issues, there is the fact that the majority are bumping 
against an apparently tough price ceiling marked out, 
roughly, by the highest level of advance last July. As pre’ 
viously pointed out in these articles, it would be natural 
to expect resistance and hesitation around this market level. 
Offerings awaiting sale here apparently are considerable. 
It would not be surprising if somewhat more time were 
required for the general list to bite through this ceiling, 
especially in the absence of unexpected and _ stimulating 
developments. 

In a market so largely dominated by the Washington 
neves, of course, technical speculative considerations lack 
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much of their normal meaning. For what it may be worth, 
however, the technical implications of the February price 
movement have been inconclusive. At the highest point 
of the month the industrial group bettered the highest level 
of last July, but did so by a margin much too small to 
carry enthusiastic conviction. Moreover, this tentative 
signal has thus far failed to find confirmation from the rail- 
road group, which over the last several weeks has failed by 
an average of 4 or 5 points to duplicate its best level of 
lst July. Accordingly, a determined advance in rails is 
now being awaited with keen interest in speculative 
quarters. 

Meanwhile, as the majority of the better grade stocks 
have fluctuated aimlessly in a rather narrow trading range, 
the speculative urge has expressed itself increasingly in low- 
price stocks. Numerous issues quoted at less than $10 a 
share have been enthusiastically bid up for gains quite 
handsome on a percentage basis. Most such issues possess 
no current earning power whatever. Hence, no one can 
quarrel with the matter of price-earnings ratios. The rea- 
sning is that the established leaders look high, that the risk 
of loss in $10 stocks is inherently small and that in a bull 
market there is no good reason why a $5 stock should not 
go to $10 or a $10 stock rise to $20. 

It is easy to whip up public interest in such stocks. There 
isa strong lure in the possibility of large percentage gains 
and in the fact that for a given sum of money one can 
buy many more shares of a $10 stock than of a $100 
stock. No doubt some such issues, carefully selected, will 
develop at least some earning power in a period of pro- 
tracted business recovery. On the other hand, the risk is 
not as small as it seems, for 2 or 3 points of decline repre- 
sent, plus commissions and taxes, a percentage loss just as 
imposing as the percentage gain established by a similar 
degree of advance. On the whole, it must be admitted that 
active speculation in third-grade stocks is not a healthy 
market symptom. 


Long-Term Outlook 


In the speculative setting above outlined, our previously 
stated opinion regarding investment policy is unchanged. 
Time is with the holder of sound equities, both because 
business is working gradually toward recovery and because 
inflationary possibilities have not yet been surely elimi- 
nated from the longer prospect. For both reasons, large- 
«ale investment liquidation is not to be expected. Survey- 





ing the longer term, we see no reason why investment 
holdings should be disposed of. 

Regarding fresh purchases at present prices, either for 
investment or intermediate speculation, we frankly advise 
that caution and discrimination are needed. On the basis 
of the market's action over the past fortnight it now appears 
doubtful that nearby reactions will exceed 5 to 10 per cent 
in the averages, for the period of seasonal dullness in busi- 
ness has been put behind and in coming weeks the full 
seasonal impulse of the spring should offer support. <Ac- 
cordingly, the near-term risk involved in selective accumula- 
tion during periods of moderate reaction appears small. 
Suitable issues, some of investment attraction and others 
of speculative promise, have been analyzed in recent issues 
of THE MAGAZINE OF WALL STREET. Others are analyzed 
in the present issue and additional selections will be made 
in future issues, as conditions warrant. 


Present Success 


In broad panorama, the present economic picture may 
be said to reflect a considerable measure of success for the 
Roosevelt recovery program, superimposed upon an under- 
lying cyclical revival. On the adverse side—from a strictly 
economic point of view—Washington remains no less in- 
sistent upon combining recovery with reform. Its emphasis 
upon reform necessarily slows down recovery. The Ad- 
ministration’s policies and philosophies inevitably leave busi- 
ness and finance under certain doubts. The longer im- 
plications of heavy Federal spending and an unbalanced 
Federal budget are uncertain and sobering. The almost 
complete abdication by Congress and the supreme power 

(Please turn to page 528) 
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The 59-Cent Dollar At Home 
and Abroad 


Its Effect on: 
Commodities 


Cost of Living Savings 


Securities Life Insurance 
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Monetary Inflation 
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By Henry RicHMoND, Jr. 








HEN the President 

WV on the first of Feb- 
. ruary declared that 
the dollar had been officially 
devaluated there was not in- 
considerable excitement and 
confusion. The average man, 
carrying the usual number of 
dollar bills in his pocket, felt 
that something of far-reach- 
ing importance had taken 
place, but he was in doubt as 
to exactly what it meant— 
particularly when his normal 


We read of the dollar being reduced to 59% 
of its former value yet to all intents and pur- 
poses the dollar is still a dollar. It is still 100 
cents. It still will buy substantially more than 
the old dollar would in 1926. What then does 
this dollar mean and how will it affect us in- 
dividually and nationally? Such is the theme 
of this enlightening article. 


——— previously contracted debts 
easier to discharge. 
Evidence can be assembled 
to show that matters are 
working out in accordance 
with theory. The accom: 
panying graph illustrates the 
fact that commodity prices 
have risen some 30 per cent 
over the past year, or since 
the dollar was first depre- 
ciated. While prices still have 
another 40 per cent to go be: 
fore offsetting to the full the 





present depreciation, the ex- 





buying and selling was con- 
ducted as always. Nor were 
matters helped when well-meaning sages, making confusion 
more confounded, gave out statements to the effect that, 
while it was true of course that our dollar was now only a 
59-cent one, nevertheless it possessed the purchasing power 
of $1.39 in terms of the 100-cent 1926 dollar. This could 
hardly be considered understandably reassuring. 

Exactly what is this 59-cent dollar; why was it called 
into being; and to what place shall it be assigned in our 
own’ economy and that of the rest of the world—high- 
lights only? 

The 59-cent dollar is merely a dollar whose gold equiva- 
lent is that of 59 cents a year or more ago. We took 
59 cents’ worth of gold and decreed it to be a dollar—and 
lo, it is. Or, putting it the other way round, gold is now 
worth $35 an ounce instead of $20.67 as previously. At 
the same time, it must be remembered that a phoenix-like 
guality attaches to this 59-cent dollar of ours. The Presi- 
dent need only say Presto! and from the ashes a 50-cent 
dollar could be made to arise; or, should Congress puff hard 
enough it ‘might be turned into a real little fellow, say of 
only 20-cent size. For the purpose of this discussion, how- 
ever, this quality of impermanence will be ignored. It is, 
after all, not possible to get very far with anything if, after 
each point, one must stop and say “But perhaps this thing 
we're talking about will be something entirely different 
when you read about it.” 

The 59-cent dollar was created by the Government of 
the United States in accordance with a theory that holds 
that the depreciation of a currency in terms of gold must 
necessarily raise commodity prices in terms of that cur- 
rency. There follows upon this the logical contention that 
higher prices to producers for their produce make their 
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perience of the past shows 
that some such lag is usual. 

At the same time, if the recent action of the bond market 
means anything, debt-paying must be less of a hardship. 
Bonds of all kinds are up substantially, the gains being 
particularly pronounced in second-grade and speculative 
issues. While part of these gains reflect the change from 
a wildly fluctuating dollar with its threat of vicious infla- 
tion, a large part of the movement must be attributed to 
an improvement in credit standing—merely another way 
of saying that debt-paying has become easier for most 
debtors with “listed” obligations. 

At home, these have been the principal visible effects of 
the 59-cent dollar so far. Its sponsors hope that present 
tendencies will continue. Let us picture their hopes being 
substantiated. There will be a further slow but steady 
rise in the price of commodities and further easing of the 
debt burden. It follows that if individuals and corpora’ 
tions (fixed income class excepted, of which more later) 
can pay their debts with greater ease, their incomes an 
profits available for current expenditures, or dividends, will 
be larger. This accounts for the rising stock market, pat 
ticularly in the commodity and merchandising groups—an 
with the hopes of the sponsors of the 59-cent dollar sub- 
stantiated, the movement should continue. 

Benefits to the Government will come from several direc’ 
tions at once. Because the rise in commodities will 
reasonably slow, there will be no fear for the purchasing 
power of the currency, nor for the purchasing power of 
the principal and interest of bonds. This will enable sched: 
uled Government financing to be carried out without diff 
culty. Expanding business profits, resulting from higher 
commodity: prices, will help in two ways; there should be 4 
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substantial increase in yield from existing taxes and a 
steady absorption of the unemployed army. This last will 
reduce Government expenditures for make-work projects 
and further tend to balance the budget and bring about 
that state of stable economy which is so desired by 
everyone. 

Even the sponsors of the 59-cent dollar will not deny 
that the contemplated rise in commodity prices means a 
higher cost of living. Rebutting the disadvantages of this, 
however, they make two points. While admitting that 
the majority of those who had work or incomes during the 
depression will be somewhat worse off during a condition 
of rising prices, because of the lag in wages and salaries 
behind the cost of living, they contend that on the other 
side of the ledger there is the matter of re-employment, and 
it is reasoned that this, the beneficial, will more than offset 
the adverse. 

The second point has to do with fixed incomes and fixed 
salaries. It is said that the rise in commodity prices com- 
ing slowly makes it highly improbable that the actual suf- 
fering in any specific case will approach the theoretical 
maximum possible under the circumstances. The maxi- 
mum, of course, is full compensation for dollar deprecia- 
tion, or about a 40-per cent rise from this point. 

The advocates of the 59-cent dollar go on to say that as 
amatter of fact those with rigidly fixed incomes are only a 
small minority. Persons who consider themselves in this 
class may own perhaps defaulted bonds or defaulted mort- 
gages. If this is so, the business improvement which will 
result from the rising scale of commodity prices might well 
be the cause of in- 
terest payments being 





king’s horses and all the king's men couldn’t put Humpty- 
Dumpty together again. Hence the 59-cent dollar, whose 
action will be that of a capital levy which will slowly write 
off part of this debt for the benefit of the debtors and to 
the disadvantage of the creditors—but not very much to the 
disadvantage of the latter as was shown in the argument 
above. 

A fair man who has delved a little into the financial 
history of the world would go on to say that the probabili- 
ties favor the recreation over a period of ten, twenty, or 
more years, of another top-heavy debt structure which will 
take a 35-cent, or a 25-cent dollar to cure. This, however, 
is another story and it will be remembered that any im* 
permanent aspects of our present dollar were to be left 
alone. 

Having examined the 59-cent dollar from the point of 
view of its sponsors, which naturally represents the most 
favorable light, let us be contrary and argumentative and 
examine the other side of the picture. Broadly speaking, 
the “pros” took the attitude that the 59-cent dollar will 
take less from the creditor than it gives to the debtor, and 
therefore that the prosperity of the nation as a whole will 
show a net enhancement. This, the “cons” deny. They 
say that the justification for the Government’s levying oh 
the capital of the country by means of currency deprecia- 
tion, and for all the special taxes in addition, is based on 
the erroneous belief that the Government can spend to 
greater advantage than the individual. Is it not possible, 
perhaps likely, that all this spending on CWAs, PWAs, 
XYZs, and whatnot, result in the gradual dissipation of 
the liquid wealth of 
the country in the 
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form of morumen- 
tous white elephants? 
It does seem con- 
|: ceivable that when a 
government deprives 
an individual of his 
savings, pays the cost 
of collection, book- 
keeping expense, and 
the general expense 
of deciding whether 
the re-whitewashing 
of the stones along 
highway No. 1 is a 
more laudable cause 
than weeding the 
banks of highway 
No. 2, that there has 
been a lot of linkage 
and lost motion 
which would not 
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individual _ been 
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but at the same time 
the chances of bank- 
tuptcy for the savings bank or life insurance company 
would be much lessened. 

This is a brief picture of the 59-cent dollar if it does 
what Washington is counting heavily on its doing. But if 

new dollar will raise commodity prices, make debts 
easier to pay, revive business profits, bring a higher degree 
of balanced prosperity to the country, and all without hurt- 
ing anyone severely, why did we ever bother with the old 
100-cent dollar? The standard answer to this on the part 
of the advocates of the new dollar would be that under the 
old 100-cent dollar a top-heavy debt structure was built up 
gradually over a period of years. It crashed—and all the 
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his own money. 

This is not to deny, 
of course, that the Government’s emergency spending is 
having a favorable current effect upon business generally. 
The critics of the 59-cent dollar (or for that matter any 
other dollar that is not of the 100-cent variety) merely say 
that we are gradually spending our capital unproductively, 
that the social reasons for our present course could be 
better covered by an outright dole, and that if we persist 
in present policies, eventual disaster is inevitable. 

Not that the Government is entirely blind to the dan- 
gerous possibilities. It is proposing to gradually diminish 
its emergency spending in the hope that, as this slackens, 
private business will come in and take up the slack. But 
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suppose that this does not take place, that as the Govern- 
ment becomes less free with the savings of the people, 
general business commences to slip backwards. Then 
what? 

In this event, there are apparently only two courses pos- 
sible: (1) to take our medicine through such a deflation 
as was abruptly reversed by present policies, including the 
depreciation of the dollar, or (2) to intensify present poli- 
cies, including further depreciation of the dollar. In any- 
thing like its present frame of mind Congresss would not 
entertain the first of these fora moment. As a practicality. 
the second only need be considered. It means a continua- 
tion of “emergency” spending (note current opposition tc 
proposed CWA curtailment) and a constant succession of 
hypodermics in the form of a reduced gold content for the 
dollar, followed by out-and-out inflation. Out-and-out 
inflation, of course, would be followed eventually by the 
very same disastrous deflation that all these moves have 
been trying to avoid. 

Whether the 59-cent dollar will turn out as its sponsors 
hope, or whether the future will substantiate the evils that 
have just been sketched, only time will show. It is plain, 
however, that this 59-cent dollar of ours is a youngster 
which, if he is to be well-mannered even at home, will have 

‘to be brought up with a very firm hand indeed. 

Let us pass now to the selfsame dollar and its foreign 
relationships. 

Here, the actual efforts already have been far-reaching 
‘They include great strength in dollar exchange; tremen: 
- ‘dous importations of gold bullion, and considerable resent: 
ment on the part of other nations which feel that their gold 
stocks have been raided deliberately. 

First, the reasons for what has happened. The relation- 
ship between the dollar and any foreign currency depends 
in the final analysis upon the respective internal purchas- 
ing power of the two units. If, for example, five American 
dollars have a greater command over goods and services 
than has one English pound in England, an exchange rela- 
tionship of five-to-one cannot be maintained permanently. 


This is because the Englishmen’s tendency to buy dollars ' 


in order to spend them here where he can obtain more for 
his money will sooner or later put the pound down and the 
dollar up and break the five-to-one relationship. 

This is basic and applies to all foreign currencies, 
whether on gold, off gold, or half on and half off. It makes 
exchange quotations just as 
earnings make stock prices. 
However, just as stocks fluctu- 
ate away from their earning- 
power parities by reason of 
pool operations, estate or 
other special liquidation, and 
because of over-enthusiasm 
and over-pessimism, so will 
two currencies fluctuate tem- 
porarily away from their pur- 
chasing-power parities owing 
to capital migrations, gold 
shipments, and other ephem- 
eral influences. Again let us 
say that if the quoted rates 
for foreign exchange do not 
over a pericd of time corre- 
spond with the internal price 
levels of the countries con- 
cerned, one of two things must 
happen; either (1) the quoted 
rates will adjust themselves, or 
(2) the internal price levels 
of the countries ultimately will 
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drift into balance. Except for a combination of these two 
adjustments, there are no alternatives. 
With this as a background, the reasons why our 59-cent 





dollar has had such effects abroad become clear. In creat. 
ing this dollar we raised the price of gold nearly 70 per 
cent in terms of new dollars, while our commodity price: 
have risen but 30 per cent. For a Frenchman, or national 
of any other gold-standard country, this means that local 
currency can be taken to the bank, gold obtained for i: 
which, when shipped over here, can be sold at a 70 per 
cent premium in dollars, and when the dollars are e- 
changed for commodities only 30 per cent of the premium 
need be given up. This, we say, helps our export business 
—and it does. But it also accounts for the recent huge 
importations of gold and shows some justification for for- 
eign resentment. There has been, of course, an aggrava- 
tion of the basic tendency in internal difficulties abroad 
and the repatriation of American capital. The last two 
influences, however, are not fundamental, as some would 
have us believe. 

While France has been mentioned specifically, the 59 
cent dollar has had the same effect upon all other foreign 
currencies as it has had upon the franc; there has been a 
variation in intensity only. In the case of non-gold- 
standard countries, the effect, of course, has not been to 
syphon gold from the central bank, for this is impossible, 
but to depreciate the exchange. While we have tended tc 
offset this by selling dollars for foreign currencies, and then 
employing the latter in the purchase of “free” gold, the 
tendency to depreciate foreign exchanges has been there 
just the same, and will reassert itself vigorously when the 
supply of foreign gold gives out, actually or technically. 

Having established the reasons why the 59-cent dollar 
has had the effects abroad that it has had, several impor: 
tant questions follow logically. Are the foreign effects but 
fleeting? If they are, there is not a great deal about which 





to worry. If they are not, then it is imperative that we 
make a decision. We can take the attitude that the 59 
cent dollar was the only cure for our internal condition 
and that foreign repercussions are none of our business. 
Or, we can take the attitude that while the 59-cent dollar 
was necessary, we will recognize that when a drastic altera 
tion occurs in currency as important as the dollar some 
consideration should be given to foreign repercussions. 
That the foreign reactions to the 59-cent dollar will be 
fleeting is open to grave 
doubts. It hardly seems pos 
sible—even though we desire 
it—that commodity prices ii 
this country can jump another 
40 per cent, or—which would 
amount to the same thing 9 
far as the unbalanced exchange 
situation is concerned — that 
prices in foreign countries 
should decline by an amount 
sufficient to bring equilibrium 
A continuance of the 5? 
cent dollar's current effec 
means further gold shipments, 
maintained until the rest 0 
the world refuses to part wit 
any more of the metal. At thi 
point we can either perm 
the dollar to go to a premium, 
thereby giving up present & 
port advantages, or we (al 
bring our two-billion-dolla 
stabilization fund into acti 
(Please turn to page 530) 
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Today in Washington 


By AN INNOCENT BysTANDER 


N THE primitive days of George 
Washington’s Presidency it was 
necessary to send an army to the 
Pittsburgh frontier to make the settlers 
thereabout give up their revolt against 
the whiskey tax. Incidentally it was in 
that connection, which was more eco- 
nomic than fiscal, that the new gov- 
ernment under the Constitution first 
revealed its teeth. In these softer times 
the cotton farmers of the South are 
voting to instruct the Government to 
compel them, via the Bankhead bill, to 
limit their output of cotton. Already, 
voluntary crop control, is merging 
into compulsory control. “Freedom 
shrieked,” said a commenting Senator, a, 
“when the frontier fell. The Democratic party, having 
murdered states’ rights, now moves to the abolition of in- 
dividual liberty. But it can’t be helped. 
“Individual liberty diminishes as the distance between 
settlers decreases.” 


SPEAKING of liberty, now comes Secretary Wallace and 
says that farmers’ liberty in America depends upon 
greater freedom of foreign trade. “Let the foreigner in 
with his goods,” explains Mr. Wallace, “‘and the American 
farmer can send out in return enough of his products to run 
his farm as he pleases. He may be burnt from time to time, 
but he will be a free man. Keep foreign goods out and 
you must let Uncle Sam run your farm. You will be safe 
but you will not be free.” 
There is little doubt that the cowed farmers will take 
the potage and let the liberty go. 


|T has been noticeable for some time that David Lawrence, 

formerly famous as journalistic yes-man for all powers 
that have been in Washington, has been turning thumbs 
down on President Roosevelt. Wilson could do no wrong, 
Harding was excusable, Coolidge was just right for the 
times, and Hoover was the ideal business man in a business 
job. But this Roosevelt—champion of bad money, prodigi- 
ous waster of public wealth, wrecker of the Constitution 
and destroyer of business independence—David can not yes. 
At that, his call to all friends of liberty and the good old 
deal to unite in a new Democratic Constitution Party may 
not be all foolish. 

If the New Deal flops in respect of quick results and 
crashes in the flames of inflation the mercurial American 
people may desert Roosevelt as cruelly as they aban- 
doned Woodrow Wilson. 


BUT I see no sign of the waning of the President’s popu- 

larity. He has stepped on the toes of innumerable 
groups of the population. He has offended Congress and 
every member of it, he has aggrieved the ex-soldiers, he has 
Provoked all public employes, he has pinched taxpayers, 
alarmed investors, maddened speculators, frightened the con- 
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servatives and failed to mollify the 
radicals. And yet the sum total of the 
population swears by him. In the ad- 
dition of public sentiment two and two 
do not make four. I asked one of the 
sufferers to explain—a humble public 
worker. 

“I have been outrageously treated,” 
he said, “and at times my heart is 
bitter. But I see no hope unless 
times are bettered—and they are get- 
ting better. Nobody who denounces 
the President has any better way 
than his. We all hope that today’s 
wrongs will pay for tomorrow’s 
rights.” 


THE President's friends laugh at the talk about the passing 

of liberty. It’s just beginning, they say, for the indus- 
trial age. When he gets through, they explain, every good 
man will have a job and a ballot, too; which combination 
they declare is far more freedom than no job and a vote. 
This reminds me of a story that is being retold in Washing- 
ton from some foreign paper: 

A bishop called on the President in the interests of a 
great cathedral which is slowly lifting its nave to the glory 
of God. “I have found,” said the Bishop, “that in under- 
takings of this kind we must rely chiefly on the generous 
contributions of the very rich.” 

“You'd better hurry,” the President dryly remarked, 
according to the story. 


‘THE wise ones who are steering the ship of state have 

solemnly come to the conclusion that there is no sense 
in having Jesse Jones pan the banks because they don’t lend 
more freely while Comptroller O'Connor slaps them if they 
do. What the small businesses really need, it has been con- 
cluded, is capital. Sound commercial banks can’t provide 
capital, but if it is not forthcoming, it is said, the small busi- 
ness man will pass out, under N R A requirements of big- 
ger and better payrolls and less and less work in return 
therefore, before prosperity returns. So, for him, a new 
government bank of intermediate credit, which will lend 
for periods of three to five years. 

The commercial loan banks applaud the idea, for here 
is thoughtful Uncle Sam rescuing future customers for 
them. In fact, they may eagerly drum up customers for 
the new bank with its twelve branches and an agency in 
every Main street. 


C W A employes are being turned out at the rate of 400,- 

000 a week. Every discharged man feels that he is 
being deprived of a vested right to a job. Social workers ex- 
press* fear-of many untoward results. Unless these people 
are quickly absorbed by shorter N R A hours or recovery of 
business and expansion of Public Works expenditures a 
grave crisis will arrive. Already the President is “borrow- 

(Please turn to page 532) 
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They Capitalized 
Opportunities 


By Georce N. DanrorTH 


These are two life sketches in a series of four. The two to follow are Carnegie 
and Guggenheim. When the years of their operations are connected with the 
economic chart at the bottom the full extent to which they capitalized on their 
“cycle” opportunities becomes apparent. 





JAMES JEROME HILL 
Store Clerk; Freight Forwarder; Road Builder; Financier 


A fatherless store clerk in a little town in Ontario at 14. Deprived of the coveted chance to study 
medicine by the lack of money and the loss of one eye in a childhood arrow accident. Sent fortune- 
hunting by stories of the Orient at the age of 18. Missed a west-bound brigade of fur-trappers 
he hoped to join in St. Paul, and settled in that 5000-soul town as freight clerk and handy man for 
Mississippi packets. 


When the Civil War ended, Hill embarked on his first business venture as a freight forwarder 
in 1865. 


tained an appointment as agent to create more traffic for the St. Paul and Pacific Rail- 
road jn 1866. 


Taking advantage of falling prices, he contracted to furnish all fuel to the St. Paul. He bought 
1867. 7 













w that coal would soon replace wood on railroads as well as in industry. He formed 







The $t. Haul was in default on its 
associated, 


Withjan ¢yepn the growing Noth est, he reorganized the management, completely overhauled the 




















































































































































































































equipmert and extended the roadjinto Morjtana in 1881. 
Combined his railroad holdings and formed the Great Northern Co. in 1890. 
eee 
Exterjdedj the Great Northern road all the way to th Pacific Coast in the panic Fear of 11 at. 
During the 15 years fronp.1891 to}1go6 he built and equipped 
one mile of railroad for} every working day of every year. 
— 
ne 
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time—I have seen history repeat itself again and again. Always—America 
has emerged from these hard times—stronger and more prosperous. Be 
brave as your fathers were before you. Go forward.” This challenge has caused 
us to review again the lives of our financial fathers. They did have courage. It 
seems that a large measure of their success can be attributed to their almost uni~ 
versal practice of starting operations “below the normal line” or on the way up. 


Tact A. EDISON in his last radio address said, “I have lived a long 


J. Prerpont Morcan 


Financier 


Son of Junius S. Morgan, well-to-do Hartford, Conn., merchant and later partner of George Pea- 
body, London banker. J. Pierpont was so proficient in mathematics that he seriously considered 
remaining at the University of Gottingen asa professor. Aged 20, he returned to America in 1857, 
in time to witness the panic of that year. Here he found the magic key to depression psychology, 
by which he profited so tremendously in the recurring distress periods of °73, 93, and 07. 


Aclerk in the store of Duncan-Sherman for three years after which he organized Dabney-Morgan 
in 1860. 


IncOnnection with the Drexels of Philadelphia formed Drexel-Morgan in 1870 and sold $300,000,000 
of ggvernment bonds in 1873. 






Vanderbilt, owning 87% of N. Y. Central, was caught in the '73-'79 depression. Morgan sold 
shares for him abroad in 1879. 


w the opportunities 4nd took advantage of the panic in 1893. 







This panic was brought on by over speculation in railroad stog¢ks and fear of unstable currency. 
Morgan accomplished the} reorganization of the Southern Railway, the Erie, the Philadelphia & 
Reading and the Northern Pacific Jall about the end of 1Bg4. 


He aided Grover Cleveland in maintaining the United States Goverment's gold reserves, by 


buying, mostly abroad, th¢ then great sum of $60,000,000 gold |nj 1895. 
Forrned the United States Steel Corpdration, the first billion-d 1% trust in 1go!. 





His Jast and possibly most important private and public finarjcipllservice wt stemming, almost 
single handed, the money panic which menaced the financial structufe of the cquntry in 1907. 
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Stock Exchange Regulation 
Menaces Business and Investment 


Measure Aimed at Desirable Re- 
forms Has Dangerous Potentialities 


By THEoporE M. KNnapPeN 








a New York banker 


erations through a compre: 
hensive measure that ap- 





SiN thirty years ago 


who was as pious as he 
was regular in business and 
finance publicly declared 
that next to religion the 
New York Stock Exchange 
was the most powerful civil- 
izing agency on earth. 

It would be difficult to 
find anybody to sustain 
such a thesis today, but it 
would be easy to find im- 
pulsive millions who wouid 
maintain that the Stock 
Exchange is the most mal- 
eficent economic organ- 
ism in the world. 

The revelations of cur- 


Stock Exchanges in the Hands of Their 
Enemies 


The stock exchange regulation bill now before 
Congress was conceived in resentment at the abuses 
which have been made of useful institutions. Taken 
together with the Securities Act it opens the door to 
a government monopoly of credit, control of invest- 
ment and direction of capital investment. The spe- 
cific objectives of the bill are mostly good, but the 
means taken to those ends are full of obvious or 
insidious economic menaces. Viewing the bill 
merely as promising raw material, Congress may 
make of it a signal reform or a source of business 
discouragement, further deflation, bootlegging in 


plies to (a) the exchanges 
themselves; (b) their 
members: (c) bank; (d) 
corporations and their of- 
ficers and (e) individual 
investors and_ speculators. 
If passed as introduced it 
would put the merchandis- 
ing of securities under a 
degree of repression anala 
gous to that which has al: 
ready all but paralyzed the 
issuance of securities. Wall 
Street might then well 
move to Pennsylvania Ave- 
nue. 

While few students of 





rent history and of Con- 
gressional investigations 
during recent years have 
undoubtedly convinced the 


finance, bucket-shopping in speculation, and irre- 
sponsibility in investment. 


economics would agree that 
speculation is of itself an 
evil but would contend, 
rather, that it is a useful, 





uninformed masses that 


and even indispensable, ele 





stock exchanges are both 
unnecessary and inherently vicious, and should be abolished. 

Most people, however, probably agree with President 
Roosevelt that “exchanges for dealing in commodities and 
securities are necessary and of definite value to our com- 
mercial and agricultural life’; and many will follow him in 
the assertion that it “should be our national policy to re- 
strict, as far as possible, the use of these exchanges for pure- 
ly speculative purposes.” The President, in other words, 
would like to eliminate “naked” speculation from the opera- 
tions of both stock and commodity exchanges, but concedes 
that it is impossible. 

In response to this feeling toward speculation, the 
Fletcher-Rayburn bill now before Congress, aims not only 
at eradicating the abuses of speculation but also at restrict- 
ing it as far as possible. The preamble of the bill considers 
that “as far as possible” means the abolishment of “ex- 
cessive speculation.” It states that “national emergencies, 
which produce widespread unemployment and the dis- 
location of trade, transportation and industry, and which 
burden interstate commerce and adversely affect the public 
welfare are precipitated, intensified and prolonged by 
manipulation and control of prices and excessive specula- 
tion on exchanges.” 

The bill aims to do away with this excessive specu- 
lation and associated evils by limiting speculative op- 
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ment in the beneficial 
functioning of the markets, there is universal oppos 
tion to “excessive speculation,” whatever that may be. 
Everybody is naturally opposed to a harmful excess 
of anything. It is not necessary, therefore, to defend spec: 
ulation in this article (See THE MAGAZINE OF WALL 
STREET, November 25, 1933) but only to consider whether 
the Fletcher-Rayburn bill is likely to attain its avowed put 
poses and whether it may not bring in its train new diff 
culties and new evils comparable to those it would eradicate. 
For example, the liquidity of markets, afforded by the 
present unrestricted trading, would be seriously impaired. 
In gunning for the speculator the legislators would also hit 
the investor, for without the characteristic of continuous 
activity in listed securities, due to speculative transactions, 
the marketability of investments would be greatly reduced. 
Demand would be thinner and more variable, and price 
fluctuations would be exaggerated in frequency and scope. 
Naturally, a much smaller individual participation in the 
ownership of leading industries of the country would ensue. 
The untoward effects on the future control, growth and ex’ 
pansion of business are obvious. 
Taking up the mechanics of the bill, it is quickly dis: 
covered that the problem of regulation is attacked from 
diametrically opposite grounds, viz., that the bill is to 
particular and leaves little to the discretion of the adminis 
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trative body and the management of the exchanges, and that 
it leaves too much to the discretion of the former. 

The arguments for wide discretion is that critical mo- 
ments frequently occur in the course of events in which 
emergency measures must be applied promptly, if at all, 
and without the fetters of minute statutory limitations. 
The argument against such wide discretion is that it neces- 
sitates the entrustment of dangerous power to the admin- 
istrative body, especially of one quickly responsive to po- 
litical influences. The bill loads the heavy and delicate job 
of administration onto the Federal Trade Commission, 











which notoriously shifts its view and policies with the bias 
of Congress and the President. Opponents of the bill on 
this score hold that a special administrative body made up 
of men experienced in the field of their duties should be 
established and that wide powers be given to them. Those 
who hold this view would have the bill made as precise 
and mandatory as possible if the Federal Trade Commis- 
sion is to enforce it. 

As to the body of the proposed law it, in effect, desig- 

nates the abuses which mother “excessive speculation” as 
(1) short selling; (2) too liberal credit, that is margins, 
from brokers to speculators; (3) pools; (4) “specialist” brok- 
ers; (5) concealment of facts and misrepresentation, all the 
way from brokers’ employees to corporations and their of- 
ficers, and (6) use of official information to betray the 
interests of shareholders and the speculative and investing 
ublic. 
: In reality this measure to regulate stock exchanges is a 
sweeping penetration of the corporate framework of Amer- 
ican business and finance. It covertly seeks government 
revision and control of the corporate organization of the 
country. It seeks to cure evils by heroic organic operations 
rather than by medication for functional improvement. 


Dangerous Delegation of Power 


Short Selling —The most dangerous delegation of powe: 
in the whole document over essential exchange practices 
is probably that which authorizes the 
Federal Trade Commission to decide 
whether short selling shall be premitted 
at all, and if so to impose whatever rules 
and regulations it pleases. Actually, the 
bill forbids short selling, except as it 
may be allowed to exist by the Com- 
mission. The framers of the law do 
not expect the Commission to do away 
with short selling, but they conceive 
that the general public is so prejudiced 
against “selling something you don’t 
own” that it would be more politic to 
forbid it except as the Commission in its 
wisdom may decide to countenance it. 

Yet a fanatical Commission, urged on 
by uninformed public opinion, might be 
visualized as actually outlawing the only 
way in which market opinion, convinced 
that prices are inflated, can effectually 
register itself. It is, therefore, possible 
that a law aimed at the prevention of 
wide fluctuations in the market may 
contribute to it. It is notorious that 
wild hoom markets come when the pub- 
lic frantically rushes into speculation— 
and the public always buys at such 
tmes. The bear side of the market is 
one taken by cool individuals, usually 
seasoned speculators, whose tendency is 
to check public extravagance on the bull 
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side. There have been times when “bears” almost cease to 
exist but the records show that as a rule fluctuations are 
more moderate under conditions which encourage bearish 
activities. 

Margins.—The bill limits the degree of credit a mem- 
ber of a stock exchange may extend to a customer to, 
whichever is the higher, 40 per cent of the current market 
price of the security involved or 80 per cent of its lowest 
price in the last three years. Moreover, the Commission 
may generally lower the loan value, that is increase the 
customer's deposit or margin, for a stated time, or in re- 
spect of a specified class of securities. Thus the marginal 
-uyers will be always at the mercy of the Commission, be- 
sides being basically restricted as to margins. This pro- 
vision is, of course, partly protective paternalism. The 
Government seeks to keep the little fellow out of marginal 
operations and check his risk if he must go in. How ef- 
fective this may be remains to be seen, but telling against it 
is the fact that the little speculator today is to a great ex- 
tent an outright owner of securities. He may be too 
extended to contribute much to a bull market, but he may 
be both more careless of quotations, and more panicky when 
he wakes up to a decided drift downward. He may not 
have margins to lose but he may lose his shirt. And to 
that risk, the abolition of stop-loss orders contributors. 

Panic potentialties lurk in the possibility of sweeping 
contraction of prevailing speculative and security investment 
credit. 


Reaching Out to the Banks 


The banks are drawn into the marginal area of the bill 
through the prohibition of loans on securities greater than 
the permissible broker’s loan, unless the collateral has been 
owned outright for more than thirty days. Brokers, them- 
selves, and persons making a business of dealing in securi- 
ties may not borrow more than 10 per cent of their assets 
—and their borrowing is confined to banks belonging to 
the Federal Reserve System. The broker is further con- 
fined by a prohibition against using any 
of his capital to finance operations by 
himself, partners or employees. And 
the bill in its present form enjoins him 
from being in the investment banking 
business. These seem to be salutary 
ordinances and are obviously aimed by 
excessive speculation. But it would be a 
calamity if this provision should destroy 
the odd-lot broker-and-dealer and the 
small investor. 

Specialists Exchange members who 
specialize in the execution of order for 
other brokers in certain securities will 
have to watch their step if this bill be- 
comes law. In fact, as a broker, the 
specialist may be abolished, for the bill 
makes it possible to supersede him with 
regular officers of the exchange. The 
specialist who wanders from the straight 
and narrow path prescribed by the pro- 
posed law and marked out by the Com- 
mission may pay $25,000 for his indis- 
cretion, spend up to ten years in prison 
meditating on his offense, or both. In 
fact those are the penalties (besides 
others) for any infraction of the law 
and its attendant regulations. 

Pools.—With the objectives of the 
pools provisions of the bill there will be 

(Please turn to page 528) 
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New SECURITY OFFERINGS 


as of the close of 1933, reveals 
a striking unanimity of opinion 
as to the merits of a number of 
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issues. Thus, twenty-four out 
of the twenty-five trusts held Gen- 
eral Motors. Next in popularity, 
American Gas & Electric, du Pont 
and Chrysler appeared in twenty- 
two portfolios. The only thing 
surprising in this is that the utility 
holding company, although a good 
one, was accorded such popularity 
at a time when the utility outlook 
is far from roseate. Pacific Gas @ 
Electric and Public Service of New 
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Jersey appeared in thirteen port- 
folios, American Telephone and 
Columbia Gas & Electric in eleven, 





Consolidated Gas and United Ga; 


Improvement in nine. Nineteen 
of the twenty-five trusts held J. C. 











1930 = 193! 


Penney, eighteen held Standard Oil 
of New Jersey and seventeen held 
United Fruit. Chesapeake & Ohio, 
Wi Continental Can, Corn Products, 

7 Liggett & Myers, Pennsylvania, 
Sears, Roebuck, Union Carbide 
and Socony-Vacuum appeared in 
fifteen portfolios. Union Pacific 
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The Missing Link 


The accompanying graph tells the story—better 
than words can tell it—of what has happened to 
the long-term capital market in this country. The 
stream of new financing, flowing strongly in nor- 
mal years, has dwindled to the merest trickle. 
During all of 1933, a year of marked business 
recovery, new corporate financing, exclusive of 
refunding issues, totalled only $160,000,000. This was less 
than 8 per cent of the figure of 1929. Moreover, it was less 
than 12 per cent of the total of 1925 and likewise consid- 
erably less than even the very small total of 1932. On the 
other hand, new financing by states and municipalities, 
while reduced, has held up relatively well. It amounted 
last year to approximately $555,000,000 and was approxi- 
mately one-third of the total of 1929. The paradox of rec- 
ord low corporate flotations in a year of economic recovery 
can only be attributed to the influence of two abnormal in- 
vestment influences. First, monetary uncertainties; second, 
the Federal Securities Act. No one can say which has been 
the heaviest weight, but as to the adverse effect of the two 
together there can be small doubt. Thus far in 1934 
monetary uncertainties have been substantially dissipated, 
but new corporate financing continues to lag. In this fact 
we have, in major degree, the reason why the capital goods 
industries—the makers of durable products—remain acutely 
depressed. Their continuing depression accounts for most 
of the continuing unemployment. Their prosperity is largely 
dependent upon a normal volume of long-term investment, 
for it is only thus that the production of durable wealth 
can be expanded. When new corporate financing gets 
back to the level even of 1931 we will be on our way back 
to the prosperity which the capitalistic system has always 
yielded in the past. 


* * * 
Can 25 Trusts Be Wrong? 


Examination of the common stock holdings of 


twenty-five of the most prominent investment trusts, 
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hings to 


got fourteen votes, International Harvester, twelve; Ameri 
can Can, eleven; Atchison, eleven; General Foods, eleven; 
Montgomery Ward, eleven; American Tobacco, ten; Gen: 
eral Electric, ten; Kroger Grocery, ten; Loew’s, ten; Amer: 
ican Smelting, nine; and National Steel, nine. We would 
be well satisfied to retire in Bermuda, Nassau or Florida 
if we owned outright 100 shares of each of these favorites! 


* * * 


A Prophet Worth Hearing 


Business forecasters have had hard going since 1929. 
Few now command more than casual interest. It is all the 
more fitting, therefore, that those whose judgment was 
sound in 1929 should be given respectful hearing now. 
Such a one is Edward J. Cornish, veteran chairman of the 
National Lead Co. In 1929 this company earned $25.49 
on its common stock. Stockholders licked their lips in 
anticipation—but National Lead paid a $3 extra and clung 
to its regular $5 rate, thus distributing less than one-third 
of its earnings. Chairman Cornish was shaking his head 
in those days. In his company’s partial payment plan he 
was buying preferred stock only, explaining to the stock: 
holders in meeting assembled that he considered the com 
mon was selling too high to be offered to employees. At 
the same time he voiced approval of efforts of the Federal 
Reserve Board to “prevent undue use of credit in stock 
speculation.” In his 1929 annual report he stated the $9 
dividend would not be increased until the board of directors 
believed such increased rate “can be maintained as far into 
the future as reasonable men should attempt to see.” Ea 
member of that board of directors, incidentally, started with 
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>veals § National Lead as an employee at less than $100 a month. 
inion § The company, as is not surprising, maintained its regular 
er of [dividends right through the depression, even when, as in 

out [ 1932, the common dividend was not earned. So much for 
Gen- [the record. Now for today’s forecast. It is contained in 
arity, National Lead’s 1933 report. “There is nothing in the 
Pont # company’s present business,” says Chairman Cornish, “that 
enty- fj would justify pessimistic forebodings for 1934. The open- 
thing ff ing month of the new year finds sales well sustained. The 
tility J inmediate outlook appears favorable and should continue 
good ff 0 with the maintenance of the improvement which is evi- 
arity ff dent in general business.” We trust this prophet’s record 
tlook of being right will remain untarnished. 





ras & * * * 
New 
pe They Like Their Own Stock 
an 
even, More than 250 companies, whose securities are listed on 


Gas § the New York Stock Exchange, have purchased their own 
teen [ shares in the market. Data on such treasury holdings has 
J.C. Jf recently been reported to the Stock Exchange, at its request. 
1 Oi] ff What has not been reported and what would be highly 
held @ interesting, is the reason actuating such purchases in each 


Yhio, ff instance. In some instances stock no doubt was bought 
ucts, § for retirement or in connection with employee stock pur- 
ania, chase plans. In quite a few cases, however, company funds 


bide were employed for purposes of stock market support. There 
d in @§ is nothing to show whether such purchases were made 
cific | entirely in the open market or whether they not infre- 





from a given area of ground. At the same time it has 
departments whose whole time is spent studying how best 
to arrange that the efforts of the other departments shall 
be ploughed under. It is said that our Government for 
years fostered industry by means of tariffs at the expense 
of the farmer; but now it is necessary to tax industry to 
pull the farmer from the mire. It is said that our Govern- 
ment fostered foolishly a beet sugar industry at the expense 
of a perfectly good foreign customer—Cuba; but now that 
Cuba is ruined it is necessary to tax the consumer of sugar 
in order to put her back on her feet again. But why go on? 
Enough examples have been given to show clearly what the 
system is. It is a system which says that one turn at the 
pork-barrel must be followed by a kick down the stairs. 
Moreover, it is still being followed religiously. Just a year 
ago the Government exploded a bomb beneath the nation’s 
economic fabric for the avowed purpose of helping the 
hard-hit debtor at the expense of the creditor, who might, 
or might not, have been even harder hit. Among the spe- 
cific plans to accomplish this end was one to prevent mort- 
gage foreclosures by giving to the mortgagee the equivalent 
of Government bonds for his paper. This plan was devised 
solely to help the debtor. If-it helped the creditor, then 
it was considered to have made a mistake. It is now, how- 
ever, to be the creditor's official turn. The R F C has 
endorsed in principal a plan whereby it is to lend $100,- 
000,000 to the distressed mortagees of New York City real 
estate. Perhaps we shall next pick on the Stock Exchange, 
ruin it, and a lot more besides. In this event undoubtedly 
it will not be long before the Gov- 
ernment begins to shear the lambs 
itself in order to raise funds to put 


° ruined brokers back in business 
and get capital flowing into indus- 
| try again. Whose turn will it be 


neri' quently involved a private deal in which large individual 
ven; §f holdings were taken over to prevent distress sale. Among 
sen’ &f the large holdings revealed are Adams Express, which re- 


mer- —f acquired 502,014 share of its common; Advance Rumely, 
ould 64,205 shares; Allied Chemical, 187,189; Allis Chalmers, 
rida 15,293; Anaconda Copper, 245,253; Coca-Cola, Class A, 
ites! 327,820; Continental Oil, 80,159; Diamond Match, 250,- 

000 preferred, 350,000 common; Duplan Silk, 90,575 com- 

mon, 32,276 preferred; General Motors, 629,057 common; 

International Mercantile Marine, 105,000; International 

Shoe, 424,629; International Telephone, 244,056; S. S 
929. Kresge, 357,952; New York, Chicago & St. Louis Rail- 
‘the way, 124,776; Public Service of New Jersey, 163,865 6% 
| preferred; Sears, Roebuck, 198,047; Transamerica, 1,165,- 
ii: 538 shares. No doubt many of these purchases were made 
‘th before the Federal Securities Act came into being. Pre- 
5.49 f “élling legal opinion holds that such holdings can not be 
sin @ old in the market except in compliance with the rigor- 
lung § YS provisions of the Securities Act, presenting a liability 
bis that most directors are reluctant to face. Some companies 
il have abandoned employee stock purchase plans because of 
1 he this Act. Apparently the only way companies can now 


ock:  ‘ivest themselves of reacquired stock is to retire it or dis- 
wes tribute it to shareholders in the form of stock dividends. 
* * a * 

eral 

ok Whose Turn Next? 

> $5 The Government of the United States has frequently 


tors been criticized both at home and abroad for not having 
into a long-term policy and sticking to it. It is said that ou: 
zach ernment has departments to tell the farmer what to 
with ff} grow, how to grow it, and how to raise the maximum crop 
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next—and will it be the pork-bar- 
rel or the stairs? 


* * * 


These Precedents! 


The Supreme Court decision in the Minnesota mortgage 
case upheld the right of the states to suspend the individu- 
al’s usual rights in the event of an emergency—i. e., a mort- 
gagee could not foreclose on property for a certain specified 
time in the event of non-payment of principal and interest, 
provided he was given something in the way of rent. The 
decision was based on the theory that the good of society 
as a whole transcends the good of the individual and that, 
if it were not in the public interest to permit foreclosures 
for a time, then they should not be permitted. While this 
decision in itself undoubtedly was perfectly sound, there 
are signs that it is to be used as a precedent for practices 
that perhaps are not sound. There is a strong movement 
on foot to extend the period of the “emergency” and 
mortgagees who cannot collect their money are wondering 
whether there is any limit to the extensions that are pos- 
sible. Moreover, a feeling is springing up that, if one need 
not pay on the mortgage, why is it necessary to pay on any- 
thing—why pay one’s notes at the bank, why pay the butch- 
er, the grocer, or the farm equipment manufacturer? Such an 
attitude obviously is going to lead to trouble. A seller or 
lender gives credit to a buyer or borrower only when he 
believes that he will be repaid. If the public is educated 
in the belief that debts need not be paid, the giving of 
credit will become a lost art, resulting in the paralysis of 
the nation’s business. What we need now is another Su- 
preme Court decision holding that the mere declaration of 
an emergency on the part of some state legislatures does not 
automatically make such a condition prevail. 
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Devalued Currency, Rapidly Advancing Industrialization and 
Low Wages Combine to Throw Island Empire in Competition 
with U. S. 


Japan Bids for World Markets 


By Dr. J. F. Rupow 


HEN Mexico City recently advertised for bids on 

90,000 feet of cast iron water pipe, it was not 

an American concern which carried away the 
order. Three of our companies bid, as did three British, 
three German and one French—but the contract went to 
the Japanese. 

The yen has fallen 63 per cent below its parity since 
1931 compared to a 40 per cent decline for the dollar and 
a 30 per cent decline in the pound sterling. Japanese goods 
are offered at more than 30 per cent below world prices. 
It is said that Marseilles silk merchants could not meet 
Japanese competition even if they were to steal the raw 
materials and pay no wages. 

Meanwhile, the Japanese trade balance has sharply turned 
from a passive to an active one within the past two years. 
Her exports have gained 25 per cent at a time when the 
world’s trade has been suffering from a steady and almost 
perpendicular decline. Small wonder that Japan is charged 
with “exchange dumping.” 

However, the fact that the gold loyal countries are very 
much in the minority, while the exchange of the majority, 
including most of the great industrial countries, has been 
divorced from gold, and the further fact that exchange 
equalization tariffs are being used to correct existing dis- 
parities except 


hind the development of a people, ruling not only inner 
politics but determining to a large extent, often entirely, a 
nation’s conduct toward the rest of the world and its neigh 
bors in particular. On the list of such economic necessities, 
the care for a growing population takes first place. The 
rapidly growing population of Japan needs not only room 
but must be fed, that is, must be given working opportuni- 
ties. Since emigration to other countries was not to be 
considered for several good reasons, there were two ways 
open for Japan: To develop the Japanese industries and to 
obtain sources of raw materials for these industries, thus 
providing work and income for the steadily rising popula- 
tion, which has increased nearly 10 million in the past de- 
cade and now stands at 65,700,000. 

Since Japan is making the same mistake Germany made 
before 1914 by undervaluing its own country and soil as a 
fundamental source for the sustenance of her people she 
has developed two outstanding tendencies; an uncanny 
preference for technical development and progress, and a 
ruthless preference for export in order to feed her 65 mil- 
lions with the export surplus gained from foreign countries. 
These two tendencies found their expression in the 
building up of a vast industry within an astonishingly short 
time. In no country has industrialization come faster. 

The nearest and 




















where political — — ——y §=6opm ost logical mar 
considerations are ket was China. In 
icy . . . xX" 
= va eer Japan’s Rise in Textiles ae gus X 
rather doubtful 1913 a value of 498. 
whether Japan's Spindels Ratio Production Ratio$ 000,000 (in yens 
enormous price ad- ——— % our % at par). Through 
vantage in the ae ras alae ete 99. mill 70.6 12. mill 53. t h © continuous 
world markets is 1 ciigesseniae ea = * 38. or * a8. revolutions, com 
principally based ae yea aaa 8 Pi ene ste EE wi munistic ramifica’ 
upon_ exchange World......... 140.2 “ 22.5 “ tions and finally 
dumping or upon JAPAN....... 2.5 “ 1.15 “ through the anti 
ae SRR tg UNA Sass -5s05. 27.5 28.75 Japanese _ boycott 
dition which is be- to World........ 1.7 5. carried on in 
yond the usual China on a nation’ 
methods of protec- ; —_ wide scale this ex: 
tion. pe aes nye ae nee port had shrunk in 
Of the two Europe............ 101.4 mill, 63.6 2.4 8.7 mill. 39.5 1932 to 254.000. 
forces which gov- America........... 36.4 22.8 13, 5.6 25.4 000 yen. Since 
ern the destinies of ee eee 214 “ 13.4 237, 7.7 « 35. customers “¥ rr 
nations, —_ psycho- WORLD...... 159.2 13, 22. be hp 3 al 
logical _ influences JAPAN....... 7.8 « 310, 28 « ete sone wal 
and economic “jae . 38.4 dase guns, = a 
ge St the lat- to World........ 4.9 12.7 hae anaes: atte 
er is e great 
dynamic power be- against the mat’ 














500 





THE MAGAZINE OF WALL STREET 





kets out 

Takin: 
Years’ E 
ernment. 
gnooth f 

Maint 
Japanese 


“a 


Child Li 
employn 
being en 
WW cer 
4 cent 
and tw 
per day. 
No e 
tion if 
respond 
duction 
no matte 
is Hov 
standarc 
best be 
the foll 
of the i 
of livin 
importa 
tries wi 
ing in t 
ing Sun 
U.S. 
106.2; 
Englanc 
JAPA 
Here 
devalua 
decisive 
index o 
flationa 
their fo 
The. 
money 
tection 
ment. 
ratio fo 
result ¢ 
tion ref 
This 
achieve 
wholes: 
wholes; 
lowing 
v. 8. 
Englan 
This 
the wo 
backgr 
Suppor 
State Pp 
hind t] 
@ most 


for M. 











jets outside of Asia, in a battle royal with the world. 
Taking a leaf from Russia’s book of experience, a “Ten 
Years’ Export Plan” was evolved with the help of the gov- 
emment. Excellently prepared the program reels off with 
gooth precision. 
Maintaining a working day of ten to twelve hours the 
jpanese industry pays almost unbelievably low wages: 













Yen Cents 
oe Ses eee ee 80 20 
*Cotton Weavers ............... -70 15 
SCODETER BPINOEE 2c ccc cece sves's 80 20 
PRI MED 6:0,0.500s 6500 0's 0 8 1.15 28 
9. a eee 2.30 49 
pe eo 2.60 54 
DPRDOTIIBMAES. 26.00 ce scsseceanes 1.40 32 
ol fe. ea ee 2.30 49 
Match WOLROEs 2 os cc ccesccwees 1.05 26 
*Match Workers ............... .60 15 





* Female worker. 





Child Labor represents a large percentage of the Japanese 
employment figure. After their tenth year children are 
being employed in large numbers receiving not more than 
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ely, a 4, cents for boys and 
neigh: 4 cents for girls per ten 
sities pad twelve hours work 













The jy Pt day. 
room | No economy can func- 
rtunj- jg tion if wages do not cor- 
to be fy espond with the repro- 
ways [ Wuction cost of manpower, 
nd to fg %0matter how cheap labor 
thus § % How low the Japanese 
pula- standard of living is, will 
t de. best be demonstrated by 

the following comparison 
made fg o the indices for the cost 
asa living in the five most 





important industrial coun- 
tries with the one obtain- 
ing in the land of the Ris- 
ing Sun. 

U.S. A., 113.7; France, 








tries. 
the § 106.2; Germany, 116.8; 
hort @ England, 97; Italy, 110; 





JAPAN, 58. 
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anil Here is where the yen 
nar @ “valuation exercises its 





decisive effect. This low 
index of only 58 is for the largest part the result of this in- 





















ex’ 
nted  fationary devaluation, while wages have fallen to 1/6 of 
98. & their former level. 
yens The combination of low wages, lowest cost of living and 
ugh § Toney devaluation has also proved to be an excellent pro- 
ious ff ‘ction for Japan against the world debacle of unemploy- 
om § Ment. Taking 1926 figure at 100, the average employment 
fica’ §f “tio for the last four years stands at 80 per cent while as a 
ally § ‘sult of progress in industrialization the index of produc- 
nti: § “on referred to 1926 was 131.9 for 1933. 
cott This considerable increase in production has been 
in jf *hieved with a cost of production that is far below the 
ion’ f Wholesale prices of other industrial countries. Taking 
ex §f Wholesale prices for 1913/14 at 100 then we have the fol- 
cin Owing picture: 
oe U8. A + 68.0 France 
- England ..... 68.0 Germany .... 2 Elaaptagets e 7 
rith This is the background to Japan's successful invasion of 
nd = world markets outside of Asia. The skeleton for this 
as § “ckground is an early high capitalism in its sharpest form, 
ect § “Upported by most intensive industrialization and absolute 
ick ff State power. _ The yellow workingman is seventy years be- 
ar J d the white laborer. Still this singular combination of 
t Most primitive standard of living and most modern meth- 
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Japan’s Industrialization Has Been Rapid 


ods of technique and production has resulted in Japan's suc- 
cessful competition in the world markets. 

There are two factors which have favored Japan's ex: 
port expansion though they are not of her own making, and 
generally not mentioned. Japan had the great advantage; 
when adopting western industrialization, she obtained also 
the highly perfected methods without having to go through 
a period of experimenting. This of course constitutes a 
considerable saving in time and outlay for laboratory work 
and other costs accruing out of the experimental stage, items 
which therefore could be eliminated from the initial calcu- 
lations. The second is the universal tendency today to mini- 
mize the extent of foreign trade in favor of domestic trade, 
whereby quite natural counter tendencies must be set free. 
We can observe that best in our own country. One of the 
reasons for which the Administration is depressing the dol- 
lar exchange, is the desire to equalize the advantage of other 
countries off gold. At the same time the N R A raises the 
cost of production by increasing wages and decreasing 
working hours. The en- 
forced neglect of our ex: 
port markets is of course 
then a direct invitation 
for a young and highly 
industrialized country as 
Japan has developed into 
to step in and fill the gap. 

The so-called Ten-Year 
Export Plan provides for 
a world-wide activity, it is 
cleverly organized and 
centralized. Large trad- 
ing offices eliminate any 
kind of outside agents or 
brokers; branches have 
been and are constantly 
being opened in the differ- 
ent markets; the latter 
ones are sharply studied 
as to their requirements, 
taxes and tariffs, the dis- 
covery of new methods or 
as to new products which 
will speedily and cleverly 
be copied in the home fac- 
tories. Advertising offices promote the sale of Japanese 
goods in foreign countries. They are everywhere. From 
Capetown in South Africa, the Kongo Land, the Tangan- 
yka territory and Abyssinia are being covered; from Cairo, 
Egypt is covered; Oceania has been invaded; and the Iraq 
and Persia are being blessed with Japanese products. Cen- 
tral Europe, the Balkans, the Danube countries and South 
Europe can be provided from the enormous storage houses 
in Vienna with cotton goods, artificial silk, rubber tubings 
for bicycles (10 cents), socks (4 cents), bicycles ($4), 
fountain pens (10 cents), electric light bulbs (3 cents a 
piece) and many other articles. In the South Amer- 
ican republics, their activities are especially marked and 
carry a very real threat to further sales increase by U. S 
products. 

The latest Tokio statistics on the increase of exports from 
1932 to 1933 show the phenomenal result of this well 
planned attack upon the markets of the world: 


Increase Increase 
Export to % Export to % 
PE bbe ted aes 29.3 I o.oo 00k bd Ke 221.8 
N. America .......... 28. Ms ad oo elas Saeco 96.2 
CO. MEIE 3. oa es cose 3 IIIS Sig sce Se cba pees 76.9 


These figures do not cover the English dominions, Australia, 
New Zealand, Straits Settlement and India. An average 
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increase by 51 per cent has been achieved during a time 
when every other industrial country has been suffering from 
an export shrinkage. 

The most interesting and most instructive picture of 
Japan’s success as an export country is offered by her textile 
industry. The accompanying table will perhaps tell the 
story better than any description would do. The most sig- 
nificant fact revealed is the increase in spindles, both in 
America and in Europe accompanied by a relative decrease 
in production of 22% per cent and 29.4 per cent respect- 
ively, while Japan, during the same period, increased her 
manufacturing capacity by 310 per cent with a resulting 
increase in production of 134 per cent. This shows that 
firstly the crisis in America and in Europe has more than 
offset any war time increase, and that secondly Japan is 
working her industries more intensively than America and 
Europe. 

Between 1931 and 1933 Japan succeeded to overcome 
the protective tariffs England had erected around her 
dominions in the East. India imported still in 1912 98 per 


cent of her cotton goods from England and less than 1 per * 


cent from Japan, whereas already in 1931 English imports 
had dropped to 56 per cent and Japanese imports increased 
to 44 per cent. 

Since the banker Loewenstein, the artificial silk czar, 
fell from his airplane, this industry has been in a con- 
tinuous crisis throughout the world, but in Japan. Here the 
production has moved steadily in an ascending line. A 
comparison between the production of 1932 and that of 
1933 shows an increase of 85 per cent. 

In spite of the decline in world prices of 28/2 per cent 
the value of the production increased from 65 mill. yen to 
86 mill. yen, an appreciation of value of 33 per cent. 

Japan's export to India in artificial silk yarns rose by 400 
per cent. How far the ramifications of the Japanese export 
program are spreading may be judged from the fact that of 
the 875,000 yards artificial silk goods which have been im- 
ported into the Tanganyika territory on South Africa not 
less than 870,000 came from Japan. 

While the other industries do not claim to equal the cot- 
ton and artificial silk industries, they nevertheless have 
made great progress. The result of their intense efforts are 
expressed through the dividends they have paid during 1932 
and 1933, a time when the world crisis had reached its 
climax and dividends in the other industrial countries were 
either omitted or considerably cut. Of the approximately 
1,300 concerns in the different industries, representing more 
than half of the paid up capital of the Japanese corpora- 
tions, average dividends have been paid for 1932 with 6.2 
per cent and for 1933 with 7.1. 

Industry and average dividends: Paper and Cement, 12.9 
per cent; Iron and Steel Works, 13.5 per cent; Machine 
Shops, 15.1 per cent; Cotton 
Mills, 18.2 per cent; Woolen 
Mills, 23.1 per cent; Artificial 
Silk, 24.9 per cent. It is ob- 
vious that the comparatively 
small purchasing power of the 
Japanese population could not 
have absorbed the production 
of these industries and enable 
the latter to pay increasing 
dividends, but that only an 
aggressive expcrt expansion 
could have presented this pos- 
sibility. 

Up to recently a certain 
consolation had been found in 
the thought, that Japan were 
lacking the necessary raw 
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materials, and that with the gradual recovery of the world 
from the crisis, her great advantage in the international 
markets would diminish. The writer pointed out in the 
beginning that Japan had two ways open to take care of 
her rapidly increasing population: To develop industries 
and to obtain own sources of raw materials. The firs 
part of this program as it is being carried out has been de. 
scribed above. The second part has not been neglected by 
any means. The annexation of Manchucko, no matter un- 
der what political form, is recent history. It has brought 
to Japan rich sources of raw materials and food stuffs, es 
pecially the important soya beans, besides ample room for 
her overflowing population. The Japanese government is 
pushing the exploitation and industrialization of this vast 
territory with characteristic precision. 

The industrial countries of the world are facing a com 
petitor in the world markets whose weapons are: Lowest 
wages and lowest cost of living, long working hours and 
child-labor, general application of highly modern methods 
and technique, concentration of industries into powerful 
trusts, high intelligence of the working man and well pre- 
pared export organization under government control; a 
farm problem does not exist to hamper industries. 

While we can well observe an increase of volume in 
Japanese goods in our own market, though not to the ex: 
tent that Europe has been invaded, the danger is neverthe- 
less just as great to our foreign markets as to those of the 
other industrial countries. 

It is therefore a very important and acute question that 
arises: Will this Japanese phenomenon grow into a perma: 
nent condition or is there a way to protect effectively our 
foreign markets? 

It is not the first time that the world market is threatened 
by an apparently all powerful and invincible competitor. 
When at the beginning of this century our steel industry 
organized itself into strong trusts on a scale hitherto un 
known and threatened the very existence of the European 
industries, Europe was almost frantic. In the end, means 
were applied to protect her markets against American com: 
petition and our then overextended export receded. A few 
years ago, the wheat growing countries were shocked by the 
Russian dumping. This scare proved also baseless and of 
short duration. 

Any country can protect itself quite effectively against 
overwhelming competition from the outside by exchange 
equalization, minimum wages, export bonus or a combina: 
tion of the three. It is though, a horse of a different color 
when it becomes necessary for a country to safeguard the 
foreign markets of its export industries. A co-operative and 
mutual agreement among the industrial countries of the 
world on the basis of reciprocal lowering of tariffs and pro: 
hibitive equalization tariffs on the goods of the “common 
enemy” is possible but not 
probable. Political and eco 
nomic interests of the nations 
are too different to permit 
of an agreement of this kind. 
The industrially less advanced 
and the purely agricultural 
countries, which in a sense 
represent the real world mat 
ket, have certainly no cause 
and no interest to oppose a de 
velopment or a growing con’ 
dition most favorable and 
profitable to them. These 
markets will certainly belong 
to the one who carries on the 
most ruthless and aggressive 
(Please turned to page 531) 
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Bonds Have Favorable Outlook 


Threat of Ultimate Inflation Is Only 
Important Unfavorable Influence 


INCE the end of November the 

bond market has trended sharply 

upwards. In this period repre- 
sentative averages have risen between 
5% and 25%, depending upon 
the caliber of the issues making up 
the index. Turnover has been ex- 
ceedingly heavy in both listed and un- 
listed bonds and it is thought to be the 
largest flow of capital into fixed-income 
securities that has ever taken place, 
with the exception of the Government’s 
war financing. 

Moreover, the broadness of the mar- 
ket has been a notable feature. Domes- 
tic high-grade issues and speculatives, 
rails, public utilities and industrials, 
together with many foreign bonds, 
all displayed rising tendencies. Even 
the huge volume of funds required 
by the Government, both actually 
and prospectively, failed to depress 
United States obligations. 

Yet, despite the public’s appar- 
ently insatiable appetite for bonds, 
with the exception of Treasury 
Notes and Bills borrowers are not 
taking full advantage of their oppor- 
tunities. There have been a number 
of small’ municipal issues for unem- 
ployment relief, improvements and 
the like, and these have been sold 
on a low yield basis, but corporate 
financing is still at a very low ebb. 
The New York Central Railroad, 
however, has to meet maturities 
totaling some $60,000,000 this year 
and plans for raising the money are 
now well afoot. It may be that a 
successful outcome here will start 
the ball rolling. 

Because the New York Central 
offering will be the most important 
corporate financing since the passage 
of the National Securities Law, more 
than usual interest attaches to it, 
Particularly in view of certain novel 
methods that will be followed. Ac- 
cording to the company’s statement, 
the offering is to be $59,911,100 of 
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10-year, 6%, callable, convertible, 
secured bonds, which will be of- 
fered to stockholders in the ratio of 
$1,200 in bonds for each 100 shares of 
stock held. For the first three years, 
each $1,000 bond will be convertible 
into 25 shares of new, no-par stock and 
thereafter into 20 shares of stock. The 
$20,000,000 which the RFC has agreed 
to lend the road in no way represents 
a government underwriting of the issue. 
It will merely be an advance, which 
probably will be repaid following the 
successful flotation of the bonds. The 
outcome of the New York Central 
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financing will bear watching, not only 
for the public reception given it and 
consequently its capacity to test the 
absorptive power of the present mar- 
ket, but also for the repercussions it 


may have under the Securities Law. 
So far as the public’s reception of the 
new bonds is concerned, it should be 
everything that could be desired. The 
recent demand for bonds has been so 
keen that it could hardly be otherwise. 
This demand springs from _ several 
sources. All during last year the bond 
market was pulled two ways. Earn- 
ing power increased and credit stand- 
ing bettered as fears lessened for the 
maintenance of interest payments. 
These were the influences making for 
higher prices and they naturally had 
the greatest effect on the most specula- 
tive section of the list. On the other 
hand, with the gold value of the dol- 
lar fluctuating like a row-boat in an 
Atlantic gale, coupled with the wild- 
est kind of inflation talk on the part 
of our legislators, there was fear, not 
so much for the price of bonds, but 
for the effective purchasing power 
represented by principal and interest. 
This was the depressing influence 
and naturally it was most effective 
on the high-grade section of the list. 

As time went on, however, Wash- 
ington swung more and more to the 
right in monetary matters, and as 
it did so the most important factor 
in depressing the bond market be- 
came less strong; at the same time 
further improvement in business 
strengthened the favorable factors. 
When the President officially de- 
valued the dollar about a month ago, 
it apparently removed the last fear 
for the purchasing power of the dol- 
lar, leaving only favorable influences 
operative. Hence, the phenomenal 
rise in prices. 

From the standpoint of the indi- 
vidual, the outlook now hinges 
upon: (1) a continuation of the 

business improvement, betterment in 
credit standing, and low money 
rates, and (2) whether or not the 
removal of all fear for the purchas- 
(Please turn to page 527) 
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HE Macazine OF WALL StreEET’s Bond Ap- 
praisals of active and important bonds is pre- 
sented in two parts. The sections alternate with 

appropriate alterations and additions, so that holders 
and prospective buyers of bonds may be constantly in- 
formed as to the effect of developments in the largest 
number of issues. 

Naturally, it is understood that all the issues men- 
tioned do not constitute recommendations, although 
the relative merit of each is clearly indicated either 


by the tabular matter or by the comment. For those 
whe desire to employ their funds in fixed income-bear- 
ing securities we have “double starred” the issues 
which appear to us most desirable, safety of principal 
being the predominant consideration; while a single 
star designates those which, while somewhat lower in 
quality, nevertheless provide an attractive income, 
or offer possibilities of price enhancement. 

Inquiries concerning bonds should be directed to our 
Personal Service Department. 








Railroads 





Total Ameunt 
eee of this 


Fixed Charges 
times earned t 


Price 
COMMENT 





Company debt issue 


(mil’ns) (mil'ns) 1932 


1933E 


~— ——. Yield to 
Callt Recent Maturity 





a et & ened R.R. 
ist & Ref. “A” 5s, 1971. 70 
**kTIilinois Division 314s, 1949 84 


= hh 
to Bobo 


a. 
1.5 
5 


High grade investment bond 

Prior liens total some $160, 000, 000, but still 
strong. 

High grade. 


NC 99 
107% °42* 104 
105 94 





Erie R. R. 
Cons. Prior Lien 4s, 1996 35 
*Cons. Gen. 4s, 1996 88 
60-yr. Conv. 4s, 30 


Ref. & Imp. 5s, 1975 
Chicago & Erie 1st 5s, 1982 12 


-1A 
-1A 
-1A 


1A 
1A 


Road does better. Good grade. 

Tunior to issue above. 

Junior to two issues above and prior liens 
thereto. 

Tunior to three issues above. 

Better grade 


88 
75 
73 


73 


a aaa 


. 


° 
Co AaRa io ar 





~~ New York Central R. R. Co. 
Consolidation 4s, 1998... 
. & Imp. “A” 44s, 2013. 


eb. 6s, 5.1.35 


.d 
. C. & H. R. Mtge. 3'4s, 1997........ 
. C. & H. R. 80-yr. 4s, 5.1.84........ 
. C. & H. R. $0-yr. 4s, 1942 
“C. & H. R. Lake Shore Coll. 34s, 1998 
. C. & H. R. Mich. Cent. Coll. 34s, 1998 
e Shore & M. S. ist 34s, 1997 
hic., Ind. & Sou. Mtge. 4s, ye 
Cleveland Short Line ist 44s, 1 
ne Frank. & Clear. 1st = oe 
C., C., C. & St. »  padeaaad 
Gen. ~: 
_ Ref. vg ny ti ‘4\4s, 1977... 
Michigan Centra! 
ist 3\és, 19: 
Ref. & Imp. ren 4\bs, yee 
*Canada Southern Cons. ‘‘A’’ 5s, 
Detroit R. T. (D. T. & T.) ist tice tei. 
N. Y. & Harlem Ref. (now ist) 314s, 2000. 
West Shore ist 4s, 2361 


** 


42\45 4244 


A better grade investment. 
Junior to issue above. 
security. 
Junior to two issues above. 
by better traffic. 
High grade underlying bond. 
) Rank with the consolidation 4s, 1998. Plans 
{laid for maturity. 
\Prior in lien to cons. 4s, 1998. 
{ Strong bonds. 
High grade investment. 
Reasonably good bond. 
Good caliber. 
Good grad> bond. 


Better grade holding. 
Junior to issue above. 


High grad. 

Junior to issue above. 
Good. sound bond. 

Better grade. 

Of the highest grade. 
Strong, well-situated bond. 


90 
Reasonably good 


Strengthened 


= 
= 
S° S80 10 
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N. Y., N. H. & Hartford R. R. 
1st & Ref. 414s, 1967 
Non-conv. Deb. 4s, 1955.. 
Secured 6s, 1940 
Conv. Deb. 6s, 1948 
Deb. ds, 195 957 
Harlem‘ Riv. & Port Chester ist at As, "54... 
Central New ane ist 4s, 1 
New England R. R. Cons. a, teas. a 


Guaranteed Issues 
N. Y., West & Boston ist 4\4s, 1946 


SCSSCCCCS [as 4a V8 4 4 lee Dae 


MAI44443454 [wowoswe wo M“OLYLSoLSES © 


Large debt equally secured. Medium grade. 
Equally secured with 1st & Ref. bonds. 
Secured pledge $23,000,000 ist & Ref. 6s 
Equally secured with 1st & Ref. bonds. o 
Unsecured by mtge. Semi-speculative. 
Better grade investment bond. 

Reasonably good issue. 

Of fairly good caliber. 


42454222525 
aOFaannaFaSe 
; BPCMeNN 

MAWOMOS 


110 4 Would be speculative on its own merits. 





St. Paul Un. Depot ist & Ref. “A” 5s, 1972.. 


110’°42* 105 Guarantors include No. Pacific, Gt. North’n - 
St. Paul and the Burlington. 








Public Utilities 





Alabama Power Co. 
ist Mtge. 5s, 1946 71 


ist Lien & Ref. 5s, 1951 61 
ist & Ref. é}4s, 1067 .................... 63 


ne 


1.7A 105 84 


1.7A 
1.7A 


Good grade, but Government operation of 
Muscle Shoals unknown factor. 

Ranks slightly below ist 5s. 

Ranks slightly below ist lien & ref. bonds. 


“np © 


10414* 79 
101° 67 





Brooklyn Union Gas Co. 
ist 5s, 1945 15 
ist & Ref. : 16 
St RR See rere 18 


2.8A 
2.8A 
2.8A 


Of the highest grade. 
Tunior to issue above, but still high grade. 


NC 
107° 108 
Strong bond, tho not secured by mtge. 





Cons. Gas ef New York 
Debenture 434s, 1951 


Westchester Lighting ist 5s, 1950 
N. Y. & Westchester Ltg. Gen. és 


ew «@ | wut 
a3 4 loco (em o 


Better grade even should lower rates be made 
effective. 

High grade. ‘ 

Junior to issue above, but still strong. 


106* 99 


NC 109 
100 96 


-- PF pee isa ow 
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Public Utilities (Continued) 


Total Amount Fixed Charges 
— 3 — times earned t Price 
Company A” A Yield to COMMENT 
(cnil'ns) (mil’ns) 1932 1988E Callt Recent Maturity 
Detroit Edison Gen. & Ref. (now 1st) “D” : 
xk4l6s, 1961 13 134 S51 1.9A 105°41* 100 : Automobile activity and outlook improves 
‘ ‘ position. Better grade. 
Indianapolis Pwr. & Lt. 1st “A” 5s, 1957..... 38 38 2.0 NF 104* 90 j ie rate cut effective. Reasonably good 


rade. 

Kansas City Power & Light 1st 444s,1961... 41 41 3.1 2.7 110 105 ji High grade investment. 
New York Edison 

**x1ist Lien & Ref. “B” 5s, 1944. 123 85 5. 4.5 s High grade investment bond. 

N. Y. Gas & El. aa? wet & Pwr. 1st 5s, 1948 123 15 : 4.5 NC 111 : Assumed by New York Edison. 

do P. M, 4s, 1949. 123 21 A 4.5 NC ; Gilt edged. 
N. Y. Power & Lis = tes, 1967 67 ‘ NF 105* 89 A Good grade bond 
North American Deb. 5s, 1961.............. 25 i NF 83 Among the better holding company issues. 
Ohio Edison Co. 

1st & Cons. 5s, 1960 68 27 ; ‘ 86 6. Medium grade bond. 

— Ohio Pwr. & Lt. Gen. & Ref. Biss, 

18 3 ‘4 93 Ohio Edison assumes. Medium grade. 


951. 
Pen-Oltio Pr. & Lt. ist & Ref. 5)4s, 54. 19 . ; 97 4 Also assumed Ohio Edison. About same 
grade as issues above. 























Public Service Co. of Northern Illinois 
1st & Ref. 5s, 1956 84 110 82 ; Greater part pledged under ist Lien & Ref. 
bonds. Reasonably sound. 
ist Lien & Ref. “F’” 414s, 1981 100 ad 10214* 72 Q Jr. to issue above and prior liens thereto. 


Southern California Gas Co. 
*1ist & Ref. (now ist) “B” ‘Biss, iene 12 : : 10214 ‘ Better grade. 
ist Mtge. & Ref. 44s, 1961. ew 21 * ; 105* 91 i Ranks slightly below issue above. 


Southwestern Bell Tel. ist & Ref. és, 1954. 49 5 105 ’34* 108 4 High grade. 














Industrials 


American Radiator Deb. 44s, 1947 NF 10114* : Cc ’s busi is still disappointing, 
bat bond is a strong one. 


Am. Smelting & Refining 1st ‘‘A’”’ 5s, 1947.. NF 100 x Outlook improved. Good grade. 

Com’! Investment Tr. Conv. Deb. 5s, '49.. : 8.8A 110* é Good, sound bond. 

Lehigh Coal & Navig. Cons. “A” 4's, 1954. . NF 105 4 Good grade bond. 

Penn-Dixie Cement ist “A” 6s, 1941........ 103* 3 Still somewhat speculative, but prospects 


better. 
Philadelphia & Read. Coal & Iron 
Ref. 5s, 1973 105 68 6 Almost speculative. 


Conv. Deb. 6s, 1949 58 110 ’34* : Junior to issue above. 


*Remington-Rand Deb. “A” 5s, 1947. a 104* ; cYear to 3.31. Company strong financially 
and doing better. 


*Shell Union Oil Deb. 5s, 1949 . 103* : Good grade now that oil outlook has im- 


proved. 
Shell Pipe Line Deb. 5s, 1952 . A 1024%°* : Shell Union guarantees. Better grade. 


Sinclair Consol. Oil (Now a Oil) aoe 
*1st lien Coll. “A” 7s, 3.15.37 . 10144* é Secured pledge subsidiary stocks. Sound 
issue. 


























Swiit = Co. 
1st 5s, 1944 : 102% : bYears to 10.31. High grade. 
5% Toten 1940.. Bib ES sub ielaihieiesS utiacs : 102 1 ; Junior to issue above. 


Tnited States Steel Comp 
a ag Steel Deb. 4348, 1940 105 : 
C. L. S. & East. ist 44s, 1969 110 ‘ a U. S. Steel’s earnings, guarantor. All are 
Prick, (H (H. C.) Coke Pitts-Mon. P. M 5s, ae ae high grade bonds. 





Not Guaranteed. 


Elgin Joliet & East. Rly. 1st 5s, 1941...... : NC z Does better with rise in industrial activity. 
Bond is entitled to a good rating. 


Tenn. C. & I. R. R. Gen. 5s, 1951......... ; ‘x ? NC . Strong, well-secured bond. 








Short-Term Issues 





Atlantic Refining Deb. 5s vhs 14 . Ng NC 105 ‘ Good grade investment. 
Buffalo Gen. El. ist Ref. 5s =e 7 : 2.1 105 106 , High grade bond. 
Chicago Gas, Light & Coke Ist 5s......... 7.1. 10 z at NC 103 X Better grade investment. 
Gulf Oil Deb. 5s % S 28 : NF 103% 104 : Better = issue. 
**Humble Oil & Refining Deb. 5s 4.1.37 19 ; NF 102 104 2 Normally a very wide margin earned over 
interest requirements. High grade. 


**xNew York Telephone ist & _—- 4lgs.....11.1.39 61 : NF 110 105 i Gilt-edged. 
Pacific Tel. & Tel. 1st & Coll. 5 1.2.37 26 3.8 110 105 . Of the highest grade. ; 
Virginia Rail. & Pr. ist & Ref. Paci ist) 5s.. 7.1.34 11 2.9 g 2.6¢ 105 102 .. Earnings Va. El. & Pwr. Strong issue. 














t Fixed charges times earned is computed on an “over all” basis. Inthe case of a railroad, the item includes interest on funded debt and other debt, 
rents for leased roads, miscellaneous rents, etc.; in the case of a public utility it includes interest on funded and unfunded debt, subsidi preferred dividends, 
minority interest, etc. {An entry such as 105 ’36 means that the bond is not callable until 1936 at the price named. * Indicates that the issue is callable as 
a whole or in part at gradually decreasing prices. E Estimated. NF No estimate possible. ** Our preferences where safety of principal is predominant 
consideration. * Out preferences where some slight risk may be taken in order to obtain a higher return. (A) Actual Earnings. 














— 


for MARCH 3, 1934 








PENNSYLVANIA RAILROAD 





Moving Toward Recovery 


One of the Largest and Strongest Rail 
Systems, with Smoother Going in Sight 


HROUGHOUT the worst de- 
pression in its more than half a 
century of railway operation, the 

Pennsylvania Railroad has covered fixed 
charges, maintained a strong financial 
position, kept its properties at a high 
level of efficiency, earned profits on 
its common stock and paid something in 
dividends each year. As the record 
indicates, Pennsylvania ranks high in 
the list of railway giants. 

Yet, like all railroads, it has, of 
course, suffered severely from the 
shrinkage in general business activity 
and in railway traffic during the past 
four years. In 1929 it handled 8,524,- 
311 loaded cars of freight. The figure 
fell to 4,315,435 cars in 1932 and was 
only 4,406,158 cars in 1933. A sub- 
stantially greater decline has occurred 
in passenger traffic. Under this double 
impact, gross revenues of $324,715,814 
in 1933 were less than half the total 
for 1929, drastically reducing the mar- 
gin of earnings available to the com- 
mon stock after provision for fixed 
charges. Thus, while 1933’s net in- 
come, estimated at approximately $19,- 
000,000, was a marked improvement 
over the $13,573,536 earned in 1932, 
it was less than 19% of the 1929 fig- 
ure. Per share earnings last year are 
estimated at $1.45, as compared with 
$1.03 in 1932, $1.48 in 1931, $5.28 
in 1930 and $8.82 in 1929. 

Obviously, Pennsylvania is a long 
way from the normal earning power 
of the past. Nevertheless, the trend 
has changed for the better. The ques- 
tion of interest to its shareholders and 
to anyone considering 


By Puititrp WaRNER 


ly be approached. More pertinent to 
the present time, given a continuation 
of business improvement, it would ap- 
pear possible for Pennsylvania to earn 
between $3 and $4 per share during 
1934. Admittedly, the estimate is on 
the optimistic side. To support it, 
Pennsylvania will have to have at least 
20% to 25% more traffic this year 
than it had in 1933. Thus far in 
1934, the road’s carloadings have been 
running approximately 22% over those 
of last year. The comparison is with 
an acutely depressed period of 1933. 
The gain may or may not be main- 
tained throughout the year. 

President W. W. Atterbury has re- 
cently stated that he will be “very bad- 
ly disappointed” if Pennsylvania’s gross 
earnings this year are not 25% to 30% 
above those of 1933. If such a gain 
is realized, it would probably be pos- 
sible, allowing for increased costs, to 
translate around $32,000,000 of it into 
net earnings. Such addition would 
carry per share net to approximately 
$3.90. 

Where is this improvement in traffic 
coming from? The answer is that it can 
only come from a further expansion in 
industrial production, for the Pennsyl- 
vania serves a highly industrialized 
territory. Products of the mines consti- 
tute approximately 62% of its freight. 
Bituminous coal is its single most im- 
portant freight, accounting for nearly 
45% of the total. Manufactured and 
miscellaneous products provide 24% of 
the trafic. Agricultural products ac- 
count for only slightly more than 7% 


and forest products for only 2.31% 
In an effort to recapture less-than- 
carload freight lost to motor truck 
competition, Pennsylvania has inaugu- 
rated a system-wide store-door pickup 
and delivery service. Results to date 
are satisfactory but relatively unim- 
portant in relation to earning power, 
for such freight constitutes only some 
2.5% of the road’s total. Whether 
rates are cut or not, the prospect for 
any major recovery of passenger reve- 
nues is not particularly bright. Such 
revenues reached their peak in 1926, 
declining every year thereafter. Part 
of the decline is due to increased use 
of automobiles and buses, but a sub: 
stantially greater part has occurred 
since 1929 and is due merely to the de: 
pression decline in travel. Hence, some 
recovery is probable; but at their 1926 
peak passenger revenues accounted for 
only 20% of the road’s gross receipts. 
In the simplest analysis, therefore, a 
major recovery in Pennsylvania earn: 
ings depends upon major recovery in 
the movement of coal and of manufac: 
tured products. In such freight the 
rise or fall of the country’s industrial 
production is closely paralleled. 
Pennsylvania's capital structure is 
conservative and relatively simple. Its 
current financial position is sound. It 
has no important early maturities. The 
road is one of the few to come throug 
the depression without being forced to 
borrow for current needs. It has, how: 
ever, availed itself of large Federal 
loans, at reasonable interest rates, to 
finance an extensive program of electri 





possible purchase of its 
stock is whether it has 
a reasonable prospect of 
recovering satisfactory 
earning power. Few 
will set their eyes on 
any such goal as the 
$8.82 per share earned 
in 1929, but, in time, 
1930's profit of $5.28 








Gross Revenue. 
Net Income... 
Per share net.. 
Operating Ratio 


Four-Year Record 


1932 1931 
$331,393,458 $448,090,279 
13,573,536 19,545,194 

$1.03 $1.48 

73.03 78.75 


1933 
$324,715,814 
19,000,000(est.) 
$1.45 (est.) 
73 (est.) 


fication. For the com 


pletion of electrification 
of its lines from New 

York through Philadel: 

phia to Wilmington tt 

1930 borrowed $27,500,000 
$570,465,360 from the Government. 
68,809,818 This loan was repaid 
$5.28 last year. Recently the 
74.88 road has obtained a 

(Please turn to 
page 531) 











per share may certain- 
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AMERICAN GAS & ELECTRIC CO. 


































31% N recent years, stocks of public 
Aina: | utility holding companies have lost 
Pm , much of the investment and specu- 
augue iy itive favor that was theirs in 1929. 
ickup This change of sentiment is due to the 
date i “lapse of several of the weakest 
anim. i vility pyramids, the revelation of pro- 
ower, notional abuses in some instances, the 
some @ Wiping out of earnings on many of the 
ether jg thinnest holding company equities, 
t for @ 2% finally, the utility industry's poli- 
reve fp tial unpopularity, reflecting itself in 
Such @ iteasing taxes, agitation for lower 
1926, fm tes and threats of governmental com- 
Part g Ptition. ; 
| Such a list of ailments may well 
sub sve any investor pause. Yet there are 
irred fg “ceptions to almost every rule and this 
>de- fg makes loose generalization dangerous. 
some fy Utility holding companies vary greatly 
1926 fg Uphysical composition, in capital struc- 
for g ‘ue and in management. In the quali- 
‘pts, BO that bear upon the investment or 
ea speculative merits of their securities, 
arn  ‘ey_range from good down through 
7 in indifferent to decidedly bad. Among 
fac fg the soundest of these systems is the 
the ‘American Gas & Electric Co. 
rial This holding company has main- 
tained a substantial, although reduced, 
, js “Ming power on its common stock 
Its throughout the depression and has like- 
It @ “Se maintained the same conservative 
The & ‘dividend payments on this stock that 
ugh pt was distributing in 1929. It has 
to @ ply earned fixed charges and pre- 
swe fy fetted dividends on its own and sub- 
sal fg “diary securities which are prior to 





the common stock in claim on reve- 
nues. Each year has seen an addition 
to earned surplus. The 







Among the Strongest Utilities 


Strategic Location, Sound Capitalization and Able 
Management Promise Recovery of Earning Power 


By Francis C. FULLERTON 


above the figure of 1929. 


50% 

Here we have a considerable list of 
favorable factors in the situation of 
this particular holding company. In 
significance they would seem to out- 


weigh the unfavorable generalities 
which, as above stated, have been 
loosely applied in the past several 
years to utility holding companies as 
a class. 

It is not surprising, therefore, to find 
that sophisticated investment opinion, 
based upon dispassionate analysis of 
the realities, accords American Gas & 
Electric common stock a high rating. 
For example: Analysis of the common 
stock holdings of twenty-five invest- 
ment trusts, as of the end of 1933, 
shows that this stock is held by 
twenty-two of these twenty-five trusts, 
while only thirteen of the trusts held 
the next most popular utility. Indeed, 
among all classes of stocks, only one— 
General Motors—appears in more of 
these portfolios than does American 
Gas & Electric. 

Investment trusts, of course, are not 
infallible. If the writer were manag- 
ing twenty-five investment trusts, he 
probably would not put American Gas 
& Electric, du Pont and Chrysler in 
twenty-two of them or General Motors 
in twenty-four of them. Yet the con- 
census of opinion thus shown is of 
interest. It lends moral support to our 
more modest opinion, independently 
arrived at, that American Gas & Elec- 
tric is a relatively attractive semi-specu- 
lative stock, meriting consideration for 
inclusion in a diversified portfolio. 









The system's most important opera- 
tions center in the states of Ohio, In- 
diana, Pennsylvania, Michigan, New 
Jersey, Kentucky, Virginia and West 
Virginia. The lines of its various sub- 
sidiaries are inter-connected, making it 
one of the largest inter-connected sys- 
tems in the world. Inclusion of the 
word “Gas” in the company’s name is 
misleading. Its gas properties were dis- 
posed of many years ago and originally 
owned traction properties have like- 
wise been sold. Thus, American Gas 
& Electric is one of the few large sys- 
tems dealing exclusively in electricity, 
which is normally more profitable than 
gas, even though the latter is less sub- 
ject to fluctuation in demand. 

As the above list of states indicates, 
the territory served is highly industrial- 
ized. Thus, there are both geographi- 
cal and economic reasons why a single 
system, distributing electricity exclu- 
sively, should serve this area and why 
management of such a system should 
be conveniently centralized in a hold- 
ing company. This is merely the prac- 
tical way of knitting together a variety 
of properties which, in the main, serve 
a single economic entity; namely, the 
industrial Mid-West. So constituted, 
American Gas & Electric is neither a 
security pyramid in the invidious sense 
nor a heterogeneous financial promo- 
tion. 

The gystem has experienced a pro- 
nounced growth in the last ten years, 
financed exclusively out of the re-in- 
vestment of surplus earnings. It did 
no boom-time security financing. In 

keeping with this pol- 
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Price Increase Will Help— gam 
but What of the Ten-Center ai 
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By H. F. Travis 

Re 
HE “Big 13 cents a package penn 
Four”  cig- : as against 12 cents thous 
: cer ena Earnings Record of the “Big Four” Tobacco charged formerly; favor 
ufacturers (Amer- . or two packages @ 0 in 
ican Tobacco, Lig- Companies for 25 “ona Mant 
gett & Myers, American Liggett & Reynolds against ‘a former ™ and 
Tobacco Myers Tobacco Lorillard ; i 
Een hace Lucky Strike Chesterfield Camels Old Gold peat two 
been experiencin pps. ordeal eT he ci : cam 
/ g on Gonos o the cigarette P 
a trying time in $3.22 manufacturers, the J 2nd! 
the past two years. recent price ad @ ‘rk 
Earnings, which si vance means a net bran 
reached peak levels aden increase of ap fm Rolls 
in 1931, began 3.37 proximately TI 
sliding off in 1932, 2.11(a) 28.6% in per unit profi 
and suffered a fur- gross revenues. § cent 
ther drop in 1933, i =f > The Federal Gov § deed 
although the sta- ernment levies a § but, 
tistics available on we 4 tax of $3 per fact 
cigarette and to- 5.00 3.00 1.20 thousand cigar- spen 
bacco consumption 5.8% 7.3% 6.7% ettes. The present § sum 
indicate that the (a) Includes 50 cents a share from profits of disposal of its own Class B stock acquired in pr ice of $6.10 per ing 
use of these prod- the open market at lower price. (e) Estimate. thousand, there’ Fou: 
ucts by the public fore, means a net popt 
has been well price to the man §  brar 
maintained ufacturer of § able 
throughout these years. ment was made between manufactur- $2.381 after discounts and after Fed: proc 
Early this year, the “Big Four” ers and the Federal Government where- eral tax, which compares with the cent 
companies, manufacturing the four by the former were privileged to raise previous net price of $1.851 per the 
leading popular brands (Camel, Lucky the price level to $6 per thousand plus thousand—an increase of 28.6%. Wer 
Strike, Chesterfield, and Old Gold) an additional charge of 25 cents to 30 If volume of sales is maintained at with 
raised the wholesale price to $6.10 per cents to cover extra costs levied under approximately current levels and costs Sale 
thousand from the $5.50 per thousand the NRA. are not sent further skyward, this 30% ce 
price which had been in effect since increase in the net price received rose 
February 11, 1933. Roughly, this What the Higher Price Means should naturally result in a more fa ing 
price increase should mean a gain of vorable per share record than those mor 
about $58,600,000 in gross revenues to The present price of $6.10 per thou- shown in the accompanying table for and 
the “Big Four” companies, if they are sand means a net price to the retailer 1933. pres 
able to maintain the 1934 volume of of $5.381 per thousand cigarettes after During the past three years a very ous 
sales at a level as high as 1933. deduction of discounts of 10% and _ interesting phase in the history of the the 
This price increase has a real basis. 2%. This compares with the former cigarette industry has occurred. This a 
The cost of manufacturing has gone net price of $4.851 per thousdnd in period witnessed the remarkable risc Bi 
up appreciably in recent months effect since February, 1933 (i.e. $5.50 of the 10 cent cigarettes (10 cents per thei 
thereby tending to narrow still further less 10% less 2%). The increase to package of 20 cigarettes) sponsored by san 
the profit margin already comparatively retailers, therefore, amounts to about the independent tobacco companies, 10 mor 
small, unless the selling price were also 53 cents per thousand cigarettes. This competition with the brands of the core 
increased. Since September 1, 1933, is equivalent to slightly more than 1 “Big Four” producers. The threat Pro 
a processing tax went into effect on cent per package of 20 cigarettes. was met by the “Big Four” in 1933 nite 
leaf tobacco. Through the NRA, The advance is being passed on to and a comeback staged, so that for the cen 
labor costs in manufacturing have the public by some large chain retail- time being at least the success of the of | 
been increased. At that time an agree’ ers, for instance, who are now asking cheaper cigarettes has been checked. \ 
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The “Big Four” cigarette manufac- 
turers probably committed one of the 
grossest tactical errors in cigarette mer- 
chandising when they raised the whole- 
sile price in June, 1931, to $6.85 per 
thousand, an increase of 45 cents, in 
the face of a major depression which 
was well under way at the time, and 
when the price of other consumers’ 
goods was on the toboggan. This 
meant that the old retail price had to 
be raised about four-fifths of a cent 
per package of 20 cigarettes, or from 
two packages for 25 cents to two pack- 
ages for 27 cents. 


10-Centers Threaten 


Retailers claimed that those extra 
pennies were responsible for swinging 
thousands of smokers from their old 
favorites to one of the 10-cent brand, 
or into the “roll your own” contingent. 
Manufacturers of the 10-cent brands 
and roll-your-own tobacco and ma- 
chines jumped at the opportunity, in- 
augurated aggressive merchandising 
campaigns, invaded new territories, 
and began to cash in. Among the bet- 
ter known and most popular 10-cent 
brands were Paul Jones, White 
Rolls, Wings, and Twenty Grand. 

The margin of ; 
profit for the 10- 


per thousand, there are again stories 
of consumer resistance. However, 
those familiar with the manufacturers’ 
side of the situation are inclined to be- 
lieve that further price increases are 
inevitable, because costs are still rising. 

It is perhaps significant that the two 
leading independent companies which 
have offered steady competition in the 
10-cent field—Axton Fisher Tobacco 
Co. and Brown & Williamson Tobacco 
Co.—have not yet followed suit in rais- 
ing their prices to retailers. The higher 
costs which affect the “Big Four” un- 
questionably also have tended to raise 
costs for the independents selling the 
10-cent brands, and if these costs 
continue to advance the latter com- 
panies must ‘sooner or later raise their 
price. 

The strategy of the companies spon- 
soring the 10-cent brands perhaps is tu 
continue selling their product for the 
time being at the old price even 
though this may mean little or no 
profit to them. The purpose in this 
move is to attempt to recapture some 
of the market that they lost in 1933 
to the “Big Four.” Rising costs, ac- 
companied by shrinking volume may 
force the latter to advance their price 
again. When this is done, then the 


must pay a Federal tax of 6 cents a 
package. This leaves a margin of 4 
cents a package to cover manufactur- 
ing and selling costs (retailers’ profit) 
for the 10-cent cigarette. Assuming a 
margin of 1 cent profit for the retailer, 
the manufacturer has a margin of 3 
cents per package with which to cover 
his costs and profit. The “Big Four,” 
however, has a margin. of 4.8 cents a 
package with which to cover costs. 


Large Income from Other Products 


While the sale of their respective 
popular priced cigarettes provides the 
most important source of revenue for 
the “Big Four” companies, they also 
derive a substantial part of their earn- 
ings from the manufacture and sale 
of other tobacco products such as pipe 
and smoking tobaccos, chewing tobac- 
cos, cut plugs, cigars, etc. The profit 
margin on these products is usually 
much higher than that obtained on cig- 
arettes, and the demand is fairly steady 
from year to year. Tobacco stocks 
fluctuate almost entirely in accordance 
with cigarette withdrawals and changes 
in the price of this article. Yet, with- 
out the stability of earning power af- 
forded by their other production, it is 
probable that the 
big cigarette com- 





cent brands, in- 
deed, was small, 
but, as the manu- 
facturers did not 
spend the large 
sums for advertis- 
ing that the “Big 
Four” spent in 
popularizing their 
brands, they were 
able to sell their 
product at the 10- 
cent price, which 
the “Big Four” 
were unable to do 
without a __ loss. 
Sales of the 10- 
cent cigarettes 
tose rapidly dur- 
ing the final six 
months of 1932, 
and for a while 
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panies would never 
have attained the 
esteem that they 
did as an invest- 
ment medium. 

If the “other” 
income of the big 
cigarette compa- 
nies is further en- 
hanced this year 
by broadening 
profits from the 
new price level for 
cigarettes, an in- 
crease in per-share 
earnings over and 
above those re- 
ported for last 
year naturally can 
be expected. Ex- 
actly what it will 
be, however, de- 


30 ‘3! 1933 








presented a seri- 
ous problem to 
the “Big Four” manufacturers. 
_ Recognizing their tactical error, the 
Big Four” on January 3, 1933, shaded 
their price from $6.85 to $6 per thou- 
sand, and a month later, reduced once 
more to $5.50. These price cuts, ac- 
cording to 1933 returns, appear to have 
produced the desired result, and defi- 
nitely checked the invasion of the 10- 
centers. But the effect on the profits 
of the “Big Four” has been drastic. 
With the recent increase to $6.10 
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companies manufacturing the cheaper 
brands can raise their price to a level 
which will undersell the “Big Four” 
brands by 2 cents a package. Thus, 
in the not distant future, the present 
10-cent brands may be retailing for 
two packages for 25 cents, while the 
“Big Four” brands will retail for 15 
cents straight. 

Analyzing the costs of the “Big 
Four” and of the independents selling 
the 10-cent brands, we find that both 


pends in the main 
on: (1) How much 
the increase in price will be absorbed 
by higher costs and (2) What part of 
any larger profit margin will the com- 
panies expend on advertising. 

Although no definite answer to these 
questions can be given, in some mea- 
sure the market has already recognized 
at current levels the more favorable 
outlook for American Tobacco, Liggett 
& Myers, Reynolds and Lorillard but 
further gains are conceivable as indica- 
tions of earnings justify. 
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Stocks of Low Price and High 


Promise 


Ten Issues Offering Possibilities of Broad 


Appreciation with Normal Business Recovery 


SELECTED BY THE MaGAZzINE OF WALL STREET STAFF 


Columbia Gas & Electric 
Corp. 

1934 

19% 


1931 
415% 
11% 


1933 1932 
284% 21 
9 4% 


OLUMBIA Gas operates in 

highly industrialized sections of 

Ohio, Pennsylvania, West Vir- 
ginia and New York, serving such 
cities as Cincinnati, Dayton, Columbus, 
Cleveland, Pittsburgh, Charleston, W. 
Va., and Binghamton, N. Y. It is a 
holding company, engaging, through 
subsidiaries, in the production and dis- 
tribution of natural gas and electricity. 
Its natural gas revenues account for 
more than double the revenues received 
from electricity. Thus, its prospect de- 
pends in the main upon, first, recovery 
in the use of natural gas and, second, 
future expansion of that use. 

With depression’s curtailment of in- 
dustrial demand for gas and electricity, 
the company has had difficult going. 
Like other utilities, it has been hit also 
by rate reductions and rising taxes. 
Moreover, the advent of depression 
found it confronted with large maturi- 
ties, following a period in which it had 
greatly expanded its facilities. In the 
past two years, however, $44,000,000 
in bank loans have been paid off, partly 
through conservation of cash in paying 
common dividends in convertible pref- 
erence stock and partly through financ- 
ing by two subsidiaries. As a result 
the company’s financial position today 
is secure. 

Earnings last year were $12,496,759, 
or 51 cents a share, as compared with 
$17,204,675, or 96 cents a share in 
1932. The 1933 net was less than half 
that of 1930. Duz to the stock’s junior 
position in the holding company’s capi- 
talization, the leverage factor involved 
has magnified the shrinkage in earnings 
per share. This will be reversed in a 
period of recovery in gross revenue, 
such as appears to have started. There 
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is a possibility that the company ulti- 
mately will supply natural gas—both 
cheaper and more efficient than manu- 
factured gas—to New York City, 
Philadelphia and other important sea- 
board cities. Paying 50 cents a year in 
5% convertible preferred stock and 
selling around 17, the stock appears 
attractive as a long-term speculation. 


* * * 


Continental Oil Co. 

1932 1931 
93% 12 
354 5 


1934 
20% 
161% 


1933 
195% 
4% 


HIS will be the first year in 

which Continental Oil will have 

a chance to demonstrate its real 
earning power. The company was 
formed as a merger in 1929. Under the 
best of circumstances, it would have 
required several years for the consoli- 
dated properties to be geared into efh- 
cient operation. Instead, the worst pos- 
sible conditions confronted it. It was 
buffeted both by general depression 
and, up until the middle of last year, 
by the oil industry’s own chaos, grow- 
ing out of over-production, cut-throat 
competition and disastrous prices. 

At the present time two facts of sig- 
nificance to this company’s prospect 
stand out. First, it has in the past four 
years put its properties on an efficient 
basis and strengthened its financial po- 
sition, reducing its funded debt from 
$36,247,553 in 1929 to $9,107,129 last 
year, drastically writing down its as- 
sets to a total of $42,500,000, building 
up its working capital to $25,000,000. 
Second, the outlook for the oil indus- 
try today is the brightest in many years. 

Under Federal control, crude oil 
production has been substantially low- 
ered and crude prices are back at a 
profitable level. Moreover, co-opera- 
tive control and stabilization of the 
market for refined products is at hand, 


bolstered by Federal supervision. Gaso- 
line prices have already risen and will 
probably rise further. The change in 
the status of the industry put Contin- 
ental Oil on a profit-making basis dur- 
ing the second half of last year. The 
company is a well-rounded unit, owning 
production in the Mid-Continent and 
other fields sufficient to balance its re- 
fining needs. Its “Conoco” products 
are familiar in thirty states. Their sale 
this year should yield profits justifying 
materially higher prices for the stock, 
now around 1914. 


* * * 


Northern Pacific Railway 

1932 1931 
253% 60% 
54%, 14% 


1934 1933 
3544 34% 
21% 9% 


OR years prior to the depression 
the common stock of the North: 
ern Pacific Railway was regarded 

as possessing substantial investment 
merit. Between 1921 and 1930, inclu- 
sive, the lowest earnings per share were 
$5.23 and the highest $8.90. For a 
decade prior to 1931 it regularly paid 
a dividend of $5 a year and in most 
normal years sold well above $75 a 
share. 

Today this issue is a speculation and 
a material recovery in the road's traf: 
fic will be required to restore anything 
like normal earning power. Hope that 
such recovery will occur, however, ap’ 
pears to be well-founded, for the eco 
nomic tide has already turned in favor 
of this important transportation sys 
tem, serving a broad area in the North 
west. 

Wheat, lumber and bituminous coal 
are the three largest items in this road’s 
trafic. General business recovery 
bring substantial gains in the coal and 
lumber movement. With wheat sell: 
ing above the world market and the 
Government striving to curtail its pro 
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juction to domestic demand, it is un- 
likely that Northern Pacific can expect 
1o haul as much wheat as in past years. 
Yet last year’s crop was abnormally 
gall and some recovery in the wheat 
movement can be expected. 

In financial strength Northern Paci- 
gc ranks with the best. Its cash posi- 
ion is comfortable and it has no ma- 
writies for many years. Net operat- 
ing income last year was $5,975,973, a 
narked improvement over the $1,990,- 
399 shown in 1932. Such income this 
var will in all probability be the larg- 
st since 1930. At present prices 
wound $34 a share, the stock by no 
neans over-discounts its ultimate re- 
covery prospect. 

a * * 


Erie, First Preferred 


1934 1938 1932 1931 
re 27%, 29% 15%, 45% 
cd vers 16 44, 25%, 6% 


agement, the efficiency of the 

Erie Railroad in recent years 
has been greatly improved. Just as re- 
sults were beginning to be shown, de- 
pression descended upon the road’s 
rlatively rich territory. Revenues fell 
away rapidly and by 1932 reached a 
level approximately 20% under fixed 
charges. The $4 dividend on the first 
preferred stock was omitted and, with 
its financial position weakened, Erie 
was forced to obtain moderate loans 
from the Reconstruction Finance Cor- 
poration. 

Today the picture is much changed. 
last year’s improvement in freight traf- 
fc enabled the road to cover all fixed 
charges and, in fact, to show a net in- 
come of $531,528. This was equal to 
$1.11 per share on the first preferred 
stock, of which only 479,044 shares 
are outstanding. Erie’s current finan- 
cial position remains only fair, but 
clearly is on the mend. Its cash 
position is adequate and there are 
no important early maturities to be 
met, 

The first preferred stock possesses a 
high quality of leverage. Due both to 
this and the small number of shares 
outstanding, a moderate recovery in 
gross revenues would quickly produce 
profits in excess of the $4 dividend to 
which the stock is entitled. Last year's 
gross was $72,086,315 and net operat- 
Ing income was $12,523,147. A 20% 
fain in gross this year—not an unrea- 
sonable expectation—may conceivably 
Produce earnings upward of $4 per 
share on the first preferred stock. In 
1930, $8.71 was earned on this issue. 

‘ith increased operating efficiency, 
this figure probably could be duplicated 
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on a traffic volume substantially less 
than that of 1930. In normal years the 
stock consistently sold above $60 a 
share. At the current price of $26, it 
offers a reasonable possibility of ulti- 
mately doubling in value. 


* * * 
Glidden Co. 
1934 1983 1932 1931 
Ee eee 22% 20 10% 16% 
BO cines Sateen. 15% 38% 38% 4% 
ORMAL recognition of the 


marked improvement in the earn- 

ings of Glidden Co. last year was 
given by directors in their recent ac- 
tion in establishing the common stock 
on a $1 annual dividend basis. More- 
over, it is probable that regular pay- 
ments will be augmented by extras 
later in the year, if the recent earn- 
ings trend proves to be a reliable 
criterion. 

Activities of Glidden are divided 
into two separate and distinct divi- 
sions—the manufacture of paints, var- 
nishes and lacquers and the manufac- 
ture of various food products. Dis- 
tantly related though these activities 
may seem, the fact remains that the 
combination currently is a very profit- 
able one. Profits in the fiscal year 
ended Octoer 31, last, were equal to 
$1.51 a share on the common stock. 
In the preceding year the common 
shares earned only 6 cents. Last year, 
the company retired $1,000,000 of its 
5Y%4% notes leaving only $3,500,000 
outstanding and current assets ex- 
ceeded $11,000,000 asagainst current 
liabilities of $1,687,459. Ranking 
ahead of the 650,000 common shares 
are 65,000 shares of 7% preferred 
stock. 

Contrary to the usual seasonal ex- 
perience, profits in the quarter ended 
January 30, 1934, were sustained at a 
high level. Applied to the common 
stock, net income for this period was 
equal to 19 cents a share, after pre- 
ferred dividends, and contrasted with 
a loss of $232,697 in the same months 
of last year. Given such an auspicious 
beginning, an anticipated gain in earn- 
ings this year of from 75% to 100% 
would not seem to be excessively op- 
timistic. In the circumstances, the 
shares are reasonably valued at pre- 
vailing levels around 23. It is possi- 
ble, however, that the shares may not 
fully reflect their worth market wise 
until the Government’s $2,000,000 suit 
to recover taxes from the company for 
the alleged illegal diversion of alcohol 
has been settled. From official state- 
ments, however, it would not appear 
that the company is apprehensive over 
the outcome. 





Allegheny Steel Co. 


1934 1988 1932 1931 
Sate bine wis 23 2% 15 46% 
anaes 17% 6 6% 10 
PECIALIZING in high-quality 
S steel, and alloy steel, sheets of va- 
rious kinds, plates, pipes, castings, 
and products of a similar nature, the 
Allegheny Steel Co. was hard hit by 
the depression. From substantial earn- 
ings in 1929, profits available for the 
common fell more than 50% in the 
following year. In 1931, the full sum 
necessary for dividends on the 7% pre- 
ferred were not covered, while in 1932 
there was an operating deficit. For 
last year, the company reported earn- 
ings of $292,017 after depreciation 
and Federal taxes, which was equiva- 
lent after dividends on the preferred 
to 10 cents a share on 610,695 shares 
of no-par common stock. 

While the earnings for the full year 
1933 were somewhat less than those 
for the first nine months, indicating a 
loss during the final quarter, the recent 
pick-up in the automobile, electrical 
and other industries to which the com- 
pany caters, indicates that the third- 
quarter slump will prove to have been 
but a temporary interruption of the up- 
ward trend. 

Financial condition is satisfactory. 
Current assets as of December 31, 
1933, amounted to $5,589,594, while 
current liabilities were $1,091,005. 
Included in the current assets were 
cash and marketable securities (at cost) 
of $1,433,970. 

Perhaps speculative interest in the 
common stock of the Allegheny Steel 
Co. should be based less on the near- 
term prospect—although this is favor- 
able—than on the expectation that the 
market for the company’s special non- 
corrosive and stainless steels will enjoy 
dynamic expansion over a period of 
time. From this standpoint, the stock 
around current levels of $23 a share 
seems less out of line than is the case 
if current earning power only is con- 
sidered. 


* * * 


Marshall Field & Co. 

19384 1933 1932 1931 
18% 18% 18% 32% 
12% 4y, 3 9% 


HE successive quarterly reports of 
Marshall Field & Co. last year 
made a gratifying picture of re- 

turning prosperity. The first quarter is 
usually poor, a condition aggravated last 
year by the banking crisis, and as a 
result more than $2,000,000 was lost. 
In the second quarter the loss was cut 
to $302,000, while in the third quar- 
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ter almost $1,000,000 was made, equiv- 
alent to $3.22 a share on the pre- 
ferred. The last three months of 1933 
were still better, for the company’s pre- 
liminary report for the full year 
showed that all the loss of the previous 
quarters had been wiped out and that 
there remained a net profit of $97,- 
600, after interest, depreciation, taxes, 
etc. This was equivalent to 33 cents a 
share on the preferred. 

Since the first of the year reports 
from wholesale and retail trade cen- 
ters show business much better than 
at this time during 1933 from the point 
of view of both unit volume and prices. 
Marshall Field & Co. cannot have 
failed to participate in this betterment. 
While the current quarter on an ab- 
solute basis may prove to have been 
somewhat inferior to the one imme- 
diately preceding, on a seasonally ad- 
justed basis it is should be better. 

Marshall Field & Co., as the opera- 
tor of the Marshall Field store in Chi- 
cago and a number of stores in other 
cities, has an excellent merchandizing 
reputation. This reputation extends 
also to the company’s extensive manu- 
facturing operations. Financial posi- 
tion is strong. Although payments to 
common stockholders are hardly a near- 
term prospect, because dividends have 
been accumulating on the preferred 
since March, 1932, and these must be 
liquidated first, any further pick-up 
from this point would find the com- 
mon enjoying the favorable factor of 
substantial leverage. At current levels 
of about $18 a share, the common stock 
of Marshall Field & Co. appears to be 
relatively cheaper than comparative 
enterprises in the same general line of 
business. 


co * * 


International Telephone & 


Telegraph Co. 


1934 1933 19382 1931 
ee 17% 21% 15% 38% 
dn SE Oe ee 13% 5Y% 2% 7% 


HERE have been two major de- 
velopments over the past year 
that were of material benefit to 

the International Telephone & Tele- 
graph Co. The general improvement 
in world trade conditions resulted in 
an enlargement of local revenues. At 
the same time the abandonment of the 
gold standard by the United States, 
and the consequent depreciation of the 
dollar, enabled t:ese local revenues to 
be transferred home with greater ease. 

Concrete evidence of the improve- 
ment is to be seen in the company’s 
quarterly financial statements. For 
the first three months of 1933, a loss of 
$854,251 was reported; in the June 
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quarter the great step from the “red” 
to the “black” was negotiated, and the 
income in this period, coupled with th: 
income in the September quarter, re- 
duced the loss for the first nine months 
of the year to $239,222. For the full 
year 1933, International Tel. & Tel. 
should report a small profit which 
would contrast with a deficit of nearly 
$4,000,000 in 1932. Moreover, it is 
gratifying to find that the company’s 
bank loans are being steadily whittled 
down. At the end of last year, the 
total bank loans of the parent company 
and its associated companies, stood at 
approximately $34,500,000. This com- 
pares with $40,500,000 at the end of 
the previous year and with $44,200,000 
at the end of 1931. 

A merger between Postal Telegraph 
& Cable, International Telephone’s un- 
profitable domestic subsidiary, and 
Western Union, recently has been 
mentioned prominently. Should such 
a merger be effected, it would elimi- 
nate a source of much loss. Indeed, it 
is possible, in the event that I. T. T. 
received Western Union stock for its 
subsidiary, that the loss shortly would 
be turned into a profit. Other favor- 
able factors in the outlook for Inter- 
national Telephone & Telegraph in- 
clude further improvement abroad, par- 
ticularly the benefits that should come 
tc Cuba as a result of our new sugar 
policy, and a continuance of the more 
favorable foreign exchange conditions. 


* * * 


Phillips Petroleum Co. 


1934 1933 1932 1931 
Bligh 2... sc0es cn 18% 18% 84% 16% 
re 15 4% 2 4 


HE oil industry is notorious for 
the frequency which it has 
changed for better or for worse 

—almost overnight. It follows, there- 
fore, that oil stocks as a group are es- 
sentially speculative and must be so 
recognized by the prospective pur- 
chaser. For some time now almost 
Herculean efforts have been made to 
free the oil industry of the evils and 
uneconomic conditions which have 
long plagued it. The success of these 
efforts, however, has been transient, 
for the most part. The placing of the 
oil industry under a code, to be ad- 
ministered by Secretary of the Interior 
Ickes, was hailed as one of the most 
important developments in the history 
of the industry. Difficulties in enforc- 
ing the code have arisen and following 
the adverse court decision in Texas it 
is planned to test the constitutionality 
of the code in the Supreme Court. In 
the meantime the ability of the indus- 
try to maintain a semblance of stability 


must rely largely upon the co-operatio,, 
of all major units. 

Contingent upon the success of the 
industry to avoid excessive production 
of both crude and refined products, the 
shares of Phillips Petroleum possess in- 
teresting speculative possibilities, Fo]- 
lowing the substantial improvement in 
the price structure after the inaugura- 
tion of the code last summer, earnings 
of Phillips underwent a decided change 
for the better. For the nine months 
to September 30, there was a loss of 
about $3,700,000 which was probably 
eliminated in the final quarter, judging 
from the declaration of a 25-cent divi- 
dend early this year—the first pay- 
ment since 1931. The company will 
shortly redeem a subsidiary bond issue 
of $1,605,500 and the complete bal- 
ance sheet will doubtless show consid- 
erable improvement in finances. Fa- 


cilities have been considerably enlarged ° 


in recent years and activities now em- 
brace all phases of the oil industry. 
Reserves are large; refinery capacity 
substantial; and the marketing organi- 
zation serves a large Western territory. 


* * * 


Southern Railway Pfd. 


1984 1933 1932 1931 
rr rae 40% 49 23% 83 
BOD scwveeeesse 27% 5% $3 10 


APIDLY recuperating earning 
power combined with a strong 
leverage factor give the preferred 

shares of Southern Railway well 
founded speculative merit. Last year 
the recovery in earnings shown by 
Southern was one of the most strik- 
ing of the major railroads. Gross 
revenues gained about $3,150,000 but 
through continued expense control, net 
operating income increased more than 
$10,500,000, with the result that the 
road was only $734,800 short of cov 
ering fixed charges. In 1932 Southern 
failed to earn fixed charges by $l, 
218,500. As might be expected the 
prosperity of the road is affected in 
considerable measure by the price of 
cotton and in the past reasonably g 
cotton prices have spelled profitable op’ 
erations and the contrary when cotton 
prices were depressed. With indica’ 
tions that the Washington Adminis 
tration will lend considerable effort to 
insure satisfactory cotton prices, the 
outlook for further improvement 1n 
the revenues of Southern Railway ' 
distinctly promising. 
Seaiehers Railway's funded debt 
totals $286,437,100, following which 
are 600,000 shares of $5 non-cumula- 
tive preferred stock and 1,298,200 
common shares. No dividends are 
(Please turn to page 532) 
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HE big speculative spree in the 
liquor stocks, which reached its 
height in the early summer of 
1933 in anticipation of the repeal of 


| prohibition, is over and the stage is 


now set for the phase in which earn- 
ings performance will count heavily. 
The spectacular market performance 
of a few “hard” liquor stocks at that 
ltime brought in its wake the promo- 
tion of many issues to the public, and 
the enthusiasm for both the old and 
the new shares was fired by the 
imagination of huge earnings possibili- 
ties. With repeal actually in effect 
since December 6, 1933, this enthusi- 





asm must now be sobered down to the 
plane of actual earnings potentialities 
iof each of the different liquor issues. 


Over Competition 


| The status of the liquor industry at 
the present time 
in this country is 
similar to that 
lexisting in nearly 
every new indus- 
try in its early 
stages, especially 
where the imagina- 
tion has led to the 
belief that huge 
profits are avail- 
able. Whereas 
ealy last year 
there were only a 
handful of con- 
cefns prepared to 
slake the long 
accumulated thirst 
of the American 
public, this condi- 
tion has changed 
remarkably since 









then. Concerns 
ave sprung up in 
this Spina ‘ike 
mushrooms after a 
rain, almost over- 
night. Some are 
mo doubt well] 
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Outlook 


By Frep M. Stanton 


financed and well managed, and will 
be able to hold their own in competi- 
tion. Others will gradually fall by the 
wayside to the ultimate betterment of 
the survivors and the industry as a 
whole. 

Even before prohibition was official- 
ly repealed early in December, the 
Bureau of Industrial Alcohol received 
over 200 applications for licenses to 
operate distilleries. By the end of 
1934, it is estimated the producing ca- 
pacity for distilled spirits may equal 
200,000,000 gallons. 

As against this, consumption is esti- 
mated in the neighborhood of about 
110,000,000 gallons—based on the 
average annual consumption of liquor 
per capita of about 1.55 gallons in the 
states in which the sale of distilled 
spirits was legal in the five-year period 
1910-1915. These pre-prohibition fig- 
ures further reveal that whiskey (un- 


See 





Courtesy, Schenley Products 


One of Schenley’s Distilleries. 


New Factors Enter the Liquor 


Prices of Whiskey Manufacturers’ Is- 
sues Will Be Determined by Earnings 


blended) accounted for 56.8% of the 
total consumption, alcohol about 
38.4%, gin 2.8%, brandy 1.6%, and 
rum 0.4%. 

During the first year of repeal, actu- 
al consumption will be influenced by 
considerable demand arising from gen- 
eral stocking by distributors, dealers, 
retailers, and even by the ultimate con- 
sumer. As regards the type of spirits 
consumed, it will probably take some 
time to wean the present generation 
away from their favorite drink, gin, 
after accustoming themselves to the 
famed bath-tub variety in pre-repeal 
days. There is at present a wide dis 
parity in the price between gin and 
whiskey, which is very much in favor 
of the former. 


Why Prices Are High 


When repeal came in December, 
1933, inventories 
of whiskies aged 
four years or over 
were scarce in this 
country, estimated 
at not more than 
3,500,000 gallons. 
And the whiskies 
which will mature in 
the next two years 
also will be small 
in quantity, less 
than 4,200,000 gal 
lons. Because of 
this, “uncut” whis- 
key has been sell- 
ing at a premium 

To provide the 
public with cheap- 
er grades, blends 
containing perhaps 
less than one- 
eighth of properly 
aged whiskey have 
been placed on 
the market, and 
“green” whiskies 
have been sold. 
Now there is 
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done well, and may be ex- 





nothing wrong with 
blended whiskey as such. 
The trouble at the mo- 
ment is that so much of 
the blended whiskey 
which the public is being 
asked to consume is an 
improperly manufactured 
product. In certain cases 
it has been proved to be 
actually harmful. The 
public is aroused over the 
situation and the matter 
is actively engaging the 
attention of officials in 
Washington. 


President Roosevelt 








Expenses Paid By a New Yorker Before 
Receiving His National Distillers 
Whiskey Dividend of One Case 


Bottling and Casing 

Ky. State Withdrawal Tax (50c gal.) .............00..00eee0s 
State, County and Local Taxes in excess of those in effect 10.1.32. 
N. R. A. Dividend Tax 

Government Tax 

Storage, from 10.1.82 to 1.31.34 

New York State Tax ($1.00 per gal.) ........... 00.0200 ee eeeee 
Freight and Handling to New York Warehouse................ 
Delivery from Linde Warehouse.........-........-002-ee0ee- 


pected to do still better for 
specific reasons. Schenley 
was only organized in 
July last year and can 
hardly be considered to 
have hit its real strides as 
yet. Moreover, on ac 
count of Pennsylvania's 
$2 a gallon floor tax the 
company has been at. 
tempting to swing produc: 
tion away from the main 
plant at Schenley to its 
smaller plants in other 
states. This has resulted 
in some dislocation. 
When Hiram Walker's 


1.50 














stated only the other day 
that the prices of legiti- 
mate liquor are still so high that they 
encourage bootlegging. Joseph Choate, 
head of the F A C A, has announced 
a policy of shortening the spread be- 
tween the manufacturer and the re- 
tailer. The possibility of liquor im- 
portations is also being studied actively 
and there are indications that these 
may be used as a club to force the low- 
er prices that the Government desires. 
At one time the Government proposed 
to follow an active policy of only per- 
mitting liquor imports in return for 
some concession to our export business. 
This was in addition to the $5 a gallon 
tariff that we impose. The trade bar- 
gaining policy, however, seems to have 
fallen pretty much by the wayside. 
The bars against American-type rye 
and bourbon whiskies have just been 
let down for the second time and these 
whiskies may now enter the country in 
unlimited quantities from anywhere 
until April 1. At the same time a 
study is being made of the tariff and it 
is quite conceivable, should the Ad- 
ministration be unable to force down 
the price of liquor to the consumer in 
any other way, that a sharp cut be 
initiated. 


Excessive Taxation 


The extent to which the Govern- 
ment can force a lowering of prices, 
however, is obviously somewhat limited. 
This is mainly because of the huge 
taxes imposed on liquor. There are 
other expenses 


dividend in whiskey not long ago. 
They donated the whiskey and the 
stockholder paid for receiving it. What 
a New York man paid is shown in the 
accompanying table. 


Last Year's Showing 


While there does seem at the pres- 
ent time a tendency to grind down the 
profits of the distilleries, it must be ad- 
mitted that the better companies have 
done well so far. National Distillers, 
which ranks as our leading company 
by virtue of its aged stocks and well- 
known trade names, reported a net 
profit last year of $6,127,488. This 
was equivalent after the usual deduc- 
tions to $3.25 a share of common stock. 
This showing does not include earnings 
from the company’s 50% interest (now 
100%) in Penn-Maryland, Inc., nor 
the 60% interest in Alex D. Shaw, 
Inc. Perhaps the most significant part 
of the National Distillers’ report was 
that which showed that $2.31 of the 
year’s earnings of $3.25 was earned in 
the last quarter. 

There are no figures available on 
Schenley Distillers and Hiram Walker 
for last year. The former made an 
unaudited report for an intermediate 
period, while the fiscal year of the lat- 
ter ended on August 31, information 
in neither case of great significance in 
gauging current earning power and 
that in prospect. Both of these com- 
panies, however, have undoubtedly 


Peoria plant is fully com- 
pleted it will have a capacity of 75,000 
gallons of 95-proof spirits daily and 
a wine capacity of 100,000 gallons 
annually. Such a new plant backed 
by an experienced company which en- 
joys much good-will can hardly fail to 
be a financial success. 

No mention has been made of such 
companies as Commercial Solvents, 
American Alcohol, U. S. Industrial Al- 
cohol and others, for the activities of 
these companies fall into a different 
field. They are not only producers 
of alcohol, but many other products 
as well. The two groups have differ 
ent problems, a different outlook, and 
different alternatives in the event of 
unfavorable developments. 


Conclusion 


One might expect, of course, with 
the rising production from sources pre’ 
viously engaged in making industrial 
alcohol that the increasing flow of pot 
able spirits will gradually reduce profit 
margins for the established whiskey 
companies. This prospect, however, 
might well be some time in developing 
Increasing competition from imported 
products and possibly even higher taxa: 
tion are more immediate factors which 
may tend to modify an otherwise bright 
outlook for earnings. But whether 
these adverse factors actually will de 
velop and what their force will be only 
time can answer. 

In considering both the favorable 
and the adverse 
in the outlook 





also, however, 








over and above 
the mere cost. 
Let us illustrate 
how the price 
of whiskey is run 
up to the ccn- 
sumer. It will be 
remembered that 
the National Dis- 
tillers Products 


Hiram Walker 








National Distillers . . . 


(a) Year ended August 31. 


Among the Leading Whiskey Companies 


Capacity Earned per share 
Galea -———_1982-__~-_1933 ._ Price 


15,000,000 d $0.89(a) 
+++ 18,000,000 61 


(b) Period from July 11 to Dec. 31. 


d $0.17(a) $45 
3.25 27 
3.81(b) 81 

(d) Deficit. 


for the whiskey 
manufacturer, t 
seems that on¢ 
might view the 
better grade 
stocks as satis 
factory holding: 
over the next 
several months, 
rather than fo! 
long retention. 


Recent 











Corp, paid a 
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Taking 





the Pulse of Business 


— Compared to Last Year 


T should be of consider- 
able assistance in inter- 
preting the _ various 

business indexes depicted 
blow and on the second 
page following, especially 
those which measure current 
conditions in percentages of 
last year, to recall that 1933 witnessed steady improvement 
up to the week ended February 11. It was not until Feb- 
ruary 14 that suspension of all banking operations in Michi- 
gan precipitated a four weeks’ slump in financial and in- 
dustrial activities which reached the extreme depths of the 
depression, at around 50 per cent of normal, during the 
week ended March 18. Thereafter, swift improvement set 
in which was not halted until early July. Comparisons to 
date are thus with a period last year when business was ex- 
panding moderately, and it is especially gratifying to note 
that the Business Activity index now stands about 25 per 
cent higher than a year ago. In terms of normal, the phy- 
sical volume of production, distribution and trade has risen 
to around 76 per cent, which is within a point of the peak 
reached last July. 

Gains in manufacturing activity have naturally been pre- 
ceded and accompanied by a rise in the volume of sales, and 
the latest point just entered on our New Orders graph is 
nearly 30 points above last month’s level. Department store 
sales are running about 15 per cent ahead of last year in 
dollar volume; though unit sales are about 8 per cent lower 
than in January, 1933. 

Partly as a result of rising confidence and business activ- 
ity, and partly owing to inflationary forces let loose by 


— Price Trend Upward 

— Retail Sales Gain 

— Signs of Credit Expansion 
— Steel Activity Gains 


clipping the gold content of 
the dollar, we find prices ad- 
vancing all along the line. 
Raw material prices, which 
always are in the van of 
broad changes in the price 
level, are nearly 90 per cent 
higher than a year ago, on an 
average. Wholesale prices are up 22 per cent from last 
year, and nearly 3 per cent above the July high. Farm pur- 
chasing’ power has advanced 20 per cent in a year. High 
grade bonds are selling at the best prices in years, while our 
Common Stock index has risen to within a small fraction 
of the highest point on the recovery reached last July. 
From a purely statistical viewpoint, financial develop- 
ments are equally satisfactory. On Friday, February 16, 
$100,000,000 in gold, the largest single day’s receipts on 
record, was brought into the country, and total imports of 
the yellow metal during the month just closed are placed at 
about $350,000,000. Excess reserves of member banks have 
already reached the billion mark, a circumstance which, in 
conjunction with the extremely low Cost of Business Credit 
and a buoyant bond market, seems to foreshadow an early 
break in the long term credit deadlock. In fact a few signs 
that capital is beginning to emerge from its long trance are 
already to be seen in a mild expansion of commercial loans 
by member banks and in the circumstance that the volume 
of commercial paper now outstanding is about 30 per cent 
greater than a year ago. It is significant in this connection 
that the President of the American Bankers Association, has 
publicly affirmed his belief that the situation now warrants 
banking support to the private financing of industry. Post- 
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ponement for a year of the permanent feature of bank de- 
posit guarantee has done much to put courage into the bank- 
ing fraternity, and it was announced last week that the 
banks would take care of two-thirds of the $60,000,000 re- 
financing by the New York Central this year, with the 
other third provided by the R F C. 

Prospects are thus more hopeful that private capital may 
take over the financing of recovery as the Government with- 
draws from the field. There are, however, three rather 
ominous looking clouds in an otherwise clear financial sky: 
war rumblings abroad, the evident difficulty in halting Gov- 
ernment subsidies to the unemployed, and drastic margin 
requirements of the pending bill to regulate stock exchanges 
which, if passed in its present form, might precipitate wide- 
spread liquidation of bank loans secured by stocks and 
bonds. 


The Trend of Major Industries 


STEEL—Steel mills are now operating at an average of 
about 45 per cent of capacity, and may reach 60 per cent 
before the summer slack season sets in. Principle demand 
is for rail and equipment steel, for structural and automo- 
bile steel, and for tin plate; though there is a noticeable 
pick-up in miscellaneous takings. Tin plate mills are 
speeding up at an earlier date than usual, and operations 
in this branch of the industry have advanced to 60 per cent 
of capacity. The outlook for pipe, in which several large 
orders are pending, is also promising. Thus far there has 
been a marked tendency to distribute orders among the 
smaller plants in order to minimize the possibility of inter- 
rupted deliveries in event of labor trouble. Heavy melting 
scrap at Pittsburgh has advanced a dollar a ton to $14.50. 


METALS—The copper industry has at last agreed upon 
a code which deals mainly with labor provisions, but leaves 
for later decision such moot problems as production, stocks, 
and whether copper is the major product of operators who 
also recover lead, zinc, silver and gold. Price is not men- 
tioned. While waiting for some of these difficulties to be 
ironed out, the market for copper here has been extremely 
dull at around 8 cents, and domestic stocks of refined in- 
creased 11,000,000 pounds in January. This was more than 
offset, however, by a 


control of overproduction of crude much more difficult for 
the time being. Last week's daily output rose to 106,000 
barrels above the Federal allowable of 2,183,000, and pro- 
duction is now so far in excess of consumption that accumu- 
lated stocks of gasoline have risen 2,400,000 barrels during 
the past fortnight. Unfavorable driving weather is, how- 
ever, partly responsible for this; but wholesale prices at the 
refineries have dropped 7 cent to 34 cent below this year's 
top. Meanwhile the stock market has shown little alarm 
over the longer range aspects of the situation. Secretary 
Ickes is drafting legislation to close loopholes in the present 
law, and investors seem to feel that the petroleum outlaws 
cannot defeat Uncle Sam when his jaw is set. 


TEXTILES—Active spindle-hours in the cotton indus 
try during January were about 3 per cent greater than last 
year, while domestic consumption of cotton was up 6 per 
cent. Net exports were off about 6 per cent. Sales of cot- 
ton goods during the first three weeks of January were 60 
per cent ahead of production; while unfilled orders amount 
to seven week's production, which is 28 per cent above De- 
cember and better than the high point of 1929. 


TIRES—With raw rubber prices up 10 per cent since 
the first of the year and with cotton quotations soaring 15 
per cent in the same interval, tire companies have been 
compelled to raise wholesale prices. Goodyear started the 
movement February 9 with an advance of 3 per cent and 
Goodrich, Firestone and Seiberling followed with a corre- 
sponding increase effective February 24. The 3 per cent 
rise is regarded in trade circles merely as a trial of the mar- 
ket, a mark-up of from 12 to 15 per cent being expected 
soon. 


SHOES—Owing to substantial inventories accumulated 
during the speculative boom of last summer, shoe manufac’ 
turers increased production in January by only 1 per cent 
above January in 1933. 


Conclusion 


The past month has witnessed a marked revival in con- 
fidence, based partly upon the rapid expansion in business 
activity occasioned by the Government’s huge expenditures, 

and partly upon pros 





drop of 24,000,000 
pounds in foreign ac- 
cumulations; so that 
the month of January 
witnessed a decrease of 
13,000,000 pounds in 
world stocks of refined 
copper. Silver has ad- 
vanced to nearly 47 
cents, a new high on 
the recovery, under the 
stimulus of persistent 
rumors that the Gov- 
ernment plans to do 
something more for the 
white metal. Other 
non-ferrous metal 
prices have held prac- 
tically unchanged since 
our last issue. 


PETROLEUM — 
The adverse decisions Foods = 
of the Federal Court in 1 
the East Texas oil cases Puel ani 1 
has naturally made 


INDEX SCALE 


“1913 1914 1915 1916 1917 1916 1919 1920 





Tue TRenp OF COMMODITY PRICES 


U.S DEPARTMENT OF LABOR INDEX -1926 100 


1922 1923 1924 1925 1926 19271928 1929 1930 193) 1932 1933 1934 


Changes in Major Commodity Price Groups for the 
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pects of postponing per’ 
manent insurance 0 
bank deposits coinci- 
dently with a record 
breaking return flow 
of gold. Asa direct con- 
sequence of returning 
confidence, faint indi 
cations are beginning 
to appear that 
private capital may 
gradually replace Gov 
ernment financing of 
industry; in which 
event the_ recovery 
would become self: 
motivated. Thus the 
business outlook may 
be regarded as hopeful 
if untoward develop’ 
ments abroad do not 
again obstruct prog’ 
ress, and if the pending 
stock exchange bill is 
toned down to avoid 
further liquidation. 
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COMMON STOCK Price INDEX 
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(An unweighted index of weekly closing prices; compensated for stock dividends, splitups, 
and rights; and covering about 90% of the volume of transactions in all Common Stocks 
listed on the New York Stock Exchange.) 
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Answers to Inquiries 











The Personal Service Department of THE MAGAZINE OF WALL STREET will answer by mail 
or telegram, a reasonable number of inquiries on any listed securities in which you may be 


interested, or on the standing and reliability of your broker. 
your subscription should represent thousands of dollars in value to you. 


the following conditions: 


1. Give all necessary facts, but be brief. 
Confine your request to three listed securities. 









This service in conjunction with 


It is subject only to 


2 
3. No inquiry will be answered which does not enclose stamped, self-addressed envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check at same 
time you transmit your first inquiry. 


Special rates upon request for those requiring additional service. 








GOLD MINING STOCKS 


_ Several months ago I invested quite heav- 
ily in gold mining stocks, one American and 
two Canadian companies. They show me a 
profit today, but in view of their slow mar- 
ket action I am in doubt whether to take it 
or to hold on to them. Why do they not do 
better with gold at present prices? Your 
views would be appreciated—S. A. M 
Pittsburgh, Pa. 


It is true that in spite of the ad- 
vance in the general level of stock 
prices and the high ratio of price to 
earnings established for many issues, 
the shares of the gold mining com- 
panies have continued at a conserva- 
tive valuation. It does not seem to us 
that they have yet discounted their 
favorable near-term prospects. As a 
group, the gold stocks have lost some 
of the large public following which 
they enjoyed before popular interest 
was distracted by a broadening market 
and an improved position for other 
types of issues but, if we interpret signs 
correctly, their popularity has good 
prospects of being regained. At $35 
an ounce for the metal, the profit pos- 
sibilities of the gold mining companies 
are large and the present year should 
show a substantially better earnings 
position than those indicated for 1933 
reports which were not unfavorable. 

The better managed companies have 
been able to work off large reserves of 
low grade ore during recent months 
which would have been unprofitable at 
the old valuaticn of gold. By this 


” 


process the length of life for many of 
the properties has been increased, and 
high grade ore has been conserved for 
refining and sale of the metal produced 
at the highest prices. It is true that 
mining costs may be expected to rise 
with the general level of all raw mate- 
rials and labor, but unless this takes 
place with unexpected speed there 
should be an interval of highly prof- 
itable operation. 

It is also well to keep in mind that 
there is a possibility of realizing even 
more than $35 an ounce. That is the 
United States Government's present 
bid, but the President may find it neces- 
sary to go further. Under the author- 
ity granted him by Congress, he could 
devalue the dollar to 50 cents, which 
would result in a gold price of double 
the old standard or $41.34. There is 
no certainty that he will do so, but 
there can be no question that he will 
resort to any means to raise prices and 
insure relations between the dollar and 
other currencies that will not be harm- 
ful to American trade. 

With the whole world scrambling 
for gold and no nation willing to part 
with it, the prospects are that the gold 
mining companies are apt to receive 
more for the metal than currently. 
Under such circumstances we would 
not consider taking profits on your 
holdings as yet. You are receiving a 
good income on whatever funds you 
have placed in them, and indications 


favor your being able to dispose of the 
issues later on at considerably higher 
levels than those currently prevailing. 


ATLANTIC REFINING CO. 


I have 100 shares of Atlantic Refining | 
bought several years ago at 4834. I had 
thought of buying another 100 shares at 
current prices—but first I will appreciate 
your views on this company’s prospects — 
K. P., New Haven, Conn. 


The preliminary earnings statement 
of Atlantic Refining Co. and subsidi- 
aries for the year ended December 31, 
1933, showed consolidated net income 
of $6,556,000, after interest, deprecia- 
tion, Federal taxes, etc., equivalent to 
$2.46 a share of capital stock. This 
profit includes $1,320,000 non-recur: 
ring profit from the sale of its inter 
est in Union Atlantic Co. In 1932, 
net income on the same basis was $3, 
918,021, or $1.45 a share. Earnings 
rose sharply in the third quarter of 
last year in response to revitalization 
of business beginning with the summer 
months, being equal to $2.12 a share 
for that period. The decline to 69 
cents a share in the fourth quarter was 
seasonal, but contrasted favorably with 
the net loss of $330,000 in the last 
quarter of the previous year. Financial 
condition of the company has always 
been satisfactory. Year-end balance 

(Please turn to page 523) 
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HROUGH our definite 
recommendations you can 
ke advantage of the current 
market phase to buy the po- 
tential leaders of the more 
elective though substantial 
recovery iN prospect. 













These leaders will be 
among those securities hav- 
ing exceptional profit possi- 
bilities from the standpoints 























50 Points Profit Taken in 


Past Month 


Over 50% points profit have been made avail- 
able from January 16 to February 16 on com- 
mitments closed out through onr advices as 


follows: 
Points Profit 

TRADING ADVICES 

—Short-Term Trading 18 
BARGAIN INDICATOR 

—Dividend Stocks 11% 
UNUSUAL OPPORTUNITIES 

—Low-Priced Issues 203% 


50% 
Complete Service for 


Six Months Only $75 








of current and anticipated earning power, in- 
dustrial position, financial strength and quality 
of management — and at the same time will 
benefit from revaluation of the dollar. 


Prompt, Definite and Continuous Guidance 
What and When to Buy—When to Take Profits 


The above record proves the tremendous 
money-making possibilities to be secured 
through a conservative yet active market pro- 
gram such as the Forecast provides. 
how—with intensive rotation of a moderate 


The INVESTMENT ana BUSINESS FORECAST 
OF 
The MAGAZINE of WALL STREET 





lecting New Market Leaders 
Offering Large Near-Term Profits 


amount of capital or equity 
—you can make rapid pro- 
gress in recovering losses 
you may have sustained and 
in building up your ac- 
count. 


Trend of Market Definitely 
UP; Substantial Profits in 
the Making 


We will immediately rec- 


ommend to you active common stocks that have 
not shared in the market rise in proportion to 
their fundamental worth and prospects. They 
are representative of the groups which should 


be the leaders of the next upswing. Selections 


ments. 


It shows 





MAIL THIS COUPON TODAY 
THE INVESTMENT AND BUSINESS FORECAST 


of The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 


time to reach you.) 





|_|] UNUSUAL OPPORTUNITIES— 


|_] BARGAIN INDICATOR— 


Cable Address: TICKERPUB. 


I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast. 
telegrams I select I will receive the complete service outlined by mail. 


Send me collect telegrams on all recommendations checked below. Wires will be sent you in our Private Code after our Code Book has had 


~ hort-t dati followi the int diat li d decli t - 
2 TRADING ADVICE peu iG weet aor septs —— pu intermediate rallies an eclines (to se 


securities). Six to eight wires a month. 
capital sufficient for each ten-share unit. 


ten-share unit. 


have been made and are ready in all depart- 


Profit through the moves of these stocks by 
mailing the enclosed enrollment form with 
your remittance — today. 
nate, we will telegraph you immediately our 
current recommendations. 


If you so desig- 









($125 will cover an entire year’s subscription.) 


urchase of investment and semi-investment 
hree to five stocks carried at a time. $800 


Speculative investments in low-priced but sound issues that offer out- 
standing possibilities for market profit. Three to four wires a month. 
Three to five stocks carried at a time. 


Dividend-paying common stocks entitled to investment rating, with good profit 
possibilities. Three to four wires a month. 
time. $800 capital sufficient for each ten-share unit. 


Three to five stocks carried at a 
CAPITAL AVAILABLE 


Mar. 3 


I understand that regardless of the 


$500 capital sufficient for each 
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YOU CAN BUY 
Good Securities 


in Small or Large Lots on 


Partial 
Payments 


Ask for Booklet M. W.2, which 
explains our plan and terms. 


Odd Lot Orders Solicited 
Outright Purchase or 
Conservative Margin 


James M. Leopold & Co. 


Members New York Stock Exchange 


70 Wall Street New York 
Established 1886 




















Electric Bond and 
Share Company 


Two Rector Street 
New York 














We have prepared a pamphlet 
showing our 


Margin Requirements 


Commission Charges 


Copy furnished on request. 


EMANUEL & Co. 


Members 
New York Stock Exchange 
New York Curb Exchange 
Commodity Exchange, Inc. 


32 Broadway Gulf Building 
New York Pittsburgh, Pa. 
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ige|Price Range of ActiveStocks 


Industrials and Miscellaneous (Continued ) 


1932 03 1934 Last Div'’d Odd Lots 
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Colgate-Palmolive-Peet........... 
Columbian Carbon 
Colum. Gas & Elec 
Commercial Credit 
Comm. Inv. Trust 
Commercial Solvents 
Commonwealth & Southern 
Congoleum-Nairn 
Consolidated Gas of N. Y. 
Consol. Oil 
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executed for cash or 
conservative margins. 





Continental Can, Inc. 
Continental Insurance 
Continental Oil 

Corn Products Refining 
Crown Cork & Seal 


Walter J. Fahy & Co. 


Members New York Stock Exchange 
Cade Wricht, Gomnaica 29 Broadway New York 


D a Uptown Office Albany, N. Y. 
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Firestone Tire & Rubber 
First National Stores 
For Film. Cl. A..... 


hao tosh MARKET TERMS 


G and trading methods clearly 
| mo Amer. Tranegt explained in a helpful booklet 
sent free on request. 


General Baking 
Ask for booklet MG 6 


Sas8 


MR RR 


Same care given to large or 
aust small orders. 
Goodrich Co. (B.F). 22.2 sc... 
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Folder explaining margin require- 
ments, commission charges and 
trading units furnished on request. 
Cash or Margin Accounts 


Inquiries Invited 


SPRINES & CO. 


** BROKERAGE SERVICE SINCE 1898" 
New York Stock Exchange 
Members { New York Cotton Exchange 
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Chicago Board of Trade 
and other leading exchanges. 


60 Beaver St., NEW YORK 15 W. 47th St. 


521 


eee ee eeneee 








SeSssssse 
BRK Makar 
erndisee~ 


rs 


































































































New York Stock Exchange 
Quotation Record 
ofStecks —_ | Price Range of ActiveStock 
rice Nhangeot Active Stocks| ~ 
Contains approximately 100 pages of im- E ‘ 
portant statistical data on all stocks 1 s (Continued she 
ee ee Industrials and Miscellaneous ( ) = 
New York Curb Exchange and other , 1982 1933 1934 Last _Div'd duc 
leading stock exchanges. — — ~ a sane gn rm 
Contents include price ranges, current Mack Treck, tn... : poy # mo € wit 
yields, price trends, capitalizations, rat- Macy (RH). Sa ere 1 655, 62% pos 
ings, dividend records, yearly and in- Mathis Midland . : Hits 5 9 0 $11 
terim earnings, &c. wo Dept. —*- dake is, ae 33 42 30 42 60 onl 
Copy sent upon request Melatye ae Pore 28 ; % 64 84 4 Atl 
to accredited individuals. Mont. Ward & Co. { eee i y 3554 fp pro 
M.C. Bouvier & Co. | | mamezo,” : ' : 
ash Motor Co 
© e uvier 0. ational Biscuit. : : % % : : pro 
ti i 
Members New York Stock Exchange National Dairy ere bs eee 3% 4 . ing 
Members N. Y. Curb Exchange (Assoc.) National Distillers : = i ni ove 
National Po & ess Wis xy 0 : 5 
20 Broad Street New York National Steel roi oe 54 wil 
North Amer. Aviation............. \y 9 & 4% ia the 
North American Co............... ‘ 
mo! 
§ ad 
Complete Investment : gi 9 8 de yea 
and Owens Ill. Glass not 
Brokerage Service Pacific Gas & Blectric. % oil 
~~ Pacific Lighti a a 2315 to 
aflet explaining Margin re- 5 4 A, 6 ot 
quirements sent on request. Se aR V% % 5 ig sha 
ave 
MCCLAVE & CO. 
MEMBERS 
New York Stock Exchange ERwaerews ie cscxccsss UD 
New York Cotton Exchange Oil i 15 +. k 
New York Curb Exchange (Associate) i i } 
67 Exchange Place, New York R er 
Telephones HAnover 2-6220 peti | Keith Orpheum... ; ; 3 thin 
BRANCHES Reming on-Rand .... SRS As) 1 11 : % . the 
Central Sav. Bk. Bldg., 2112 Bway. epublic seeees 3 ‘3 dy 
Reynolds &. ) Tob. cl. B. 40 40 3. adi 
SUsquehanna 7-5100 Roval Dut J: pire 4 12 y shai 
71 Vanderbilt Ave. at 45th St. Ss Bre 
MUrray Hill 2-1989 28 56 44 I 
% % “ mat 
Shattuck (F. G.) % - it 
Shell Union Oil 4 “ 
ODD LoTs ||. : re 
socony-Vacuum Corp.. ee ee 5% . th 
In listed securities carried on voter mel p coed vaie to Sa +s a 
conservative margin. Standard Gas & Elec. Co... ... Th 
Your Inquiries Invited Stand 1 Oil of N. J. alge F} 47 60 - 
Dunscombe K& Co. | | Sterling Products ait “GR i “i= 
Members New York Stock Exchange Stone & Webster Z nel 
60 Broad Street New York Studebaker Corp 8% 9 oe sale 
= 
panes Gow? S. PPEre es a low 
Texas Gul Sulphur. : as” 
Tide Water Assoc. Oil 60 d 
Timken Roller Bearing. . “184 UC 
To the President of a Pemerice Care oe ma 
Dividend-Paying Corporation:— U last 
‘ , | Union Carbide & Carbon : not 
Why should you publish your divi- | Union Oil of Cal ce: 
d f z ‘ United Aircraft & ; Trans “eo D 
lend notices in The Magazine of United Carbon ... toate: ta 1. anc 
Wall Street? $ On 
2 
You will reach the greatest number of 1.20 pri 
potential Stockholders of record at the .S.1 .) du: 
t] 33 d < 
time when they are perusing our maga- +45 whe y 3 3 if cen 
zine, seeking sound securities to add to fi _. eee a ete 
thin holdings. oy pos 
By keeping them informed of your divi- ” of 
dend action, you create the maximum Pat 
amount of good will for your Company : v : = thi 
which will result in wide diversification ior tive 
of your secur-ties among these influential Sa 1 re 192 
investors. Western Union Tel.. PESCTOa . .- ine 
Place The Magazine of Wall Street on the | Weg: eepeane ae eee i 58 434 nie asi 
list of publications carrying your next divi- White otor 26 ‘4 : 
eee eae. Workings Punp @ Mach .23.. 98 8 a1 29 ¥3 ing 
Wrigley (W. Jr.) 60 $14 
§ Payable in stock. M 
d 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 











Answers to Inquiries 
(Continued from page 518) 
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sheet figures are not yet available but 
the probabilities are that a moderate re- 
duction in funded debt will be revealed 
without any material change in cash 
osition—cash as of June 30, last was 
$11,633,446, against funded debt of 


























{ 0 
4 Bt only $14,046,793. The outlook for 
‘4 @ Atlantic Refining is considerably im- 
“ proved as a result of agreements cov- 
ering fair competition, distress selling, 
2.80 production and stabilization of operat- 
és ing conditions in the industry. More- 
+s over, increased gasoline consumption 
ry will naturally follow along with a fur- 
‘in ther extension of business recovery. A 
more liberal dividend disbursement is 
7 a distinct possibility during the current 
- year. Assuming your investments are 
. not limited to this one issue or to the 
14 vil industry, we can offer no objection 
3 to the purchase of an additional 100 
i shares at prevailing quotations, thus 
— averaging down your original cost. 
FE 
i —_— 
2.30 


KENNECOTT COPPER CORP. 


What do you think of Kennecott Cop- 
pers near and long term outlook? Do you 
think its present prices are warranted with 
the waning of inflation talk? Would you 
advise me to continue holding or selling 150 
shares of this stock bought at 17?—P. H., 
Brooklyn, N. Y. 


In contrast to a net deficit approxi- 
mating $7,102,000 reported in 1932, 
it has been estimated that Kennecott 
Copper Corp. would show a profit for 
the full year 1933, equal to about 20 
cents per share on the common stock. 
This improvement last year is directly 
attributed to rising prices for the “red 
metal” and an increased volume of 
sales. Kennecott as the largest and 
lowest cost domestic copper producer 
as well as one of the lowest cost pro- 
ducers in the world, should be able to 
maintain the improvement witnessed 
last year, assuming that copper does 
not sell under its present price of 8 
cents a pound in the domestic market 
and that sales volume is maintained. 
On the other hand, should a minimum 
Price be set in the copper code and in- 
dustrial improvement maintain its re- 
cent gains, Kennecott would be in a key 
Position to take immediate advantage 
of the situation through major partici- 
pation in increased profits. At present 
this factor appears worthy of specula- 
tive consideration. At the close of 
1932 this copper producer occupied a 
strong financial position with current 
assets aggregating $36,091,150, includ- 
ing cash and U. S. Governments of 
$14,740,238, as compared with a total 
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“Carry Me Back to Old Virginny”—or old 
Indiana, or the old home wherever it may be. This 
minute the telephone is carrying someone back to 
old friends and old ties. Telephone service is as 
modern as a stream-lined ’plane, yet its value as a 
link to the cherished past should not be overlooked. 








Bell Telephone System 





























One of a series, “What is the Associated System?” 


Serving America’s Main Street 


Most of the 4,000 communities served by the 
Associated System are of small size. Only 86 
have more than 10,000 population. Whether it 
be a small town in New England or a village 
in Kentucky or Tennessee, the service is com- 
parable with that supplied in great cities. 

Largest groupings of the communities 
served are in New York, Pennsylvania and New Jersey. During 
the period 1928—1932, the average residential electric rate 
paid to the System underwent a reduction of 15%. 

About 100,000 of the 1,417,000 total customers have in- 
vested in Associated securities. The Plan of Rearrangement of 
Debt Capitalization aims to keep the Associate System intact 
and to protect the investments of these customer-investors as 
well as the investments Of all the 350,000 Associated 


security holders. 
Associated Gus & Electric System 


61 Broadway (xan New York 
sre) 























current indebtedness of only $3,128,- 
825. There is reason to believe thac 
this high degree of liquidity was at 
least moderately augmented in the past 
year. Giving due weight to the com- 
pany’s leading position in its field, to- 
gether with its improved earnings out- 
look, we see no need to disturb your 
position in the stock and counsel its 
retention for further price enhance- 
ment over the longer term. 


LOEW'S, INC. 


I have always thought well of Loew’s, 
Inc., but I am at a loss to understand why 
it hasn’t done better marketwise recently. 
Can you explain this? Do you think it un- 
derpriced at current levels? Would you 
counsel buying now?—C. L. O., Detroit, 
Mich, 


Probably the biggest factor, attribu- 
table to the laggard market action of 
Loew's common stock in recent weeks, 
has been the gradual absorption of a 
large block of stock which has over- 
hung the market. This stock, amount- 
ing to approximately 660,900 shares, 
was formerly pledged as collateral for 
the Film Securities Corp. notes, which 
defaulted on April 1, 1933. Note- 


holders at public auction last December * 


acquired the stock in satisfaction of 
their claim. With no intention of in- 
definitely maintaining their interest in 
this situation, liquidation of part of 
this former collateral has evidently 
taken place. The fact that absorp- 
tion has been effected on an orderly 
basis would seem to speak well for 
the stock. Loew's, Inc., a completely 
integrated unit, enjoys a leading posi- 
tion in the motion picture industry. It 
is one of the few companies in the busi- 
ness which, through efficient manage- 
ment was able to weather successfully 
the adversities of the depression. Of 
course, the factor of unemployment 
throughout the country attendant with 
reduced purchasing power brought 
about a decline in earning power. This 
is attested by the fact that net income, 
after rising steadily to a figure ap- 
proximating $14,600,000 in 1930, re- 
ceded to $4,034,000 in the fiscal period 
ended August 31, 1933. That this de- 
cline has definitely been arrested is 
indicated by the company’s report for 
the 12 weeks ended November 23, 
1933, when net income was reported at 
$1,594,608, or equal, after preferred 
requirements, to 94 cents per share on 
the common stock. This compares with 
a net income of $741,910, or equal, 
on the same basis, to approximately 
35 cents a share in the corresponding 
period of 1932. Moreover, the ad- 
vance in foreign exchange this year 
will benefit the company no little in 
connection with its foreign business. 
Financial position is exceedingly strong 
and continued improvement in earn- 
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ings should accord corresponding in- 
creased benefits to stockholders this 
year. On this basis additional pur- 
chases appear warranted in periods of 
market weakness. 


GREAT NORTHERN RAILWAY 
CO. 

I have been advised to buy some Great 
Northern Railway—but first I will appre- 
ciate your advice. Do you believe this 
stock still offers interesting profit possibil- 
ities although it is now considerably above 
its depression lows? Please give me your 
opinion of its 1934 prospects —V. K., Chi- 
cago, Ill. 


Formerly dependent for revenues 
largely upon the movement over its 
lines of agricultural products, the 
“Great Northern” now derives a sub- 
stantial portion of its trafic from prod- 
ucts of mines. Because of the decided 
improvement which was enjoyed by 
the steel industry and which resulted 
in substantially increased loadings of 
ore, the road earned 84% of its 
fixed charges last year, which com- 
pares with a coverage of only 32% 
for 1932. In view of the Ad- 
ministration’s determination to raise 
the purchasing power of the farmer, 
the extensive agricultural section tra- 
versed by the lines of this road, should 
yield increasing quantities of miscel- 
laneous freight. Moreover, the antici- 
pated revival of rail and equipment 
purchases by the railroads, should act 
as a further impetus to the steel indus- 
try which augurs well for future ore 
shipments. “Great Northern's” in- 
vestment in the “Burlington” resulted 
in an increase of approximately $2,- 
488,000 in “other income” because of 
a dividend declared on the latter road's 
stock last December. Financial condi- 
tion of the subject road as of December 
31, 1933, was strong, with total cur- 
rent assets of $32,066,952, including 
cash and equivalent of $19,297,476, 
comparing with current liabilities of 
$20,146,723. Although the maturity 
in 1936 of a substantial issue of bonds 
may preclude dividend distributions on 
the stock over the medium term, its 
long range potentialities are believed 
sufficiently promising to justify limited 
speculative purchases around prevail- 
ing quotations. 


CONTINENTAL CAN CO. 


In view of the optimistic reports of Con- 
tinental Can, do you believe an early in- 
crease in dividend rate is possible? Whether 
you advise favorably or unfavorably, | 
would appreciate your giving the reasons 
for your opinion? Would you advise me 
to add to my present holdings?—R. N. S., 
Evanston, Ill. 


As one of the leading manufacturers 
of tin containers, Continental Can 


weathered the depression in a most satis. 
factory manner and in more recent 
months has amply demonstrated its 
ability to share fully in improved gen- 
eral conditions. The company’s report 
for the year ended December 31, 1933, 
revealed net income of $7,547,401, 
equivalent to $4.31 a share on the capi- 
tal stock or considerably above the 
$4,819,322, or $2.78 a share earned 
in 1932. Despite lower selling prices, 
dollar sales last year ran some 19.7% 
ahead of 1932. This may be attributed 
in no small measure to the improve: 
ment in packs of principal crops which 
are understood to have increased from 
15% to 20% during the year. Since 
stocks of canned goods are still con 
siderably below normal, it would seem 
logical to assume that a further increase 
in demand for tin containers from the 
packing industry should be witnessed 
during the current year. Anticipating 
such a development “Continental” 
made substantial purchases of raw ma- 
terials at prices considerably below 
those now prevailing, thus placing it 
in a favorable inventory position. Not 
only has the company maintained its 
strong competitive position in, its regu- 
lar lines, but has been active in the 
development and promotion of new 
uses for tin containers. Financial con- 
dition of the company as revealed in 
the balance sheet dated December 31, 
1933, was strong, with total current 
assets: of $37,240,756 including cash 
and equivalent alone of $8,614,512, 
comparing with current liabilities of 
only $3,609,490. Although the stock, 
on the basis of last year’s earnings, 
does not appear undervalued, the de- 
cidedly favorable prospects of the com 
pany, coupled with its conservative 
capitalization should be given due 
weight in its appraisal. Moreover, 
there is a reason for believing that high 
er dividends may be looked for if pros 
pects are borne out by actualities. Ac 
cordingly, we would not oppose moder’ 
ate fresh commitments in the stock at 
any favorable market opportunity. 


AMERICAN BRAKE SHOE & 
FOUNDRY CoO. 

The 100 shares of American Brake Shoe 
& Foundry I bought in 1933 now shows 
me a nice profit. Do its long-term prospects 
warrant current prices in your opinion: 
Would you sell or continue to hold this 
stock for further appreciation?—T. M. M. 
New York, N. Y. 


Stimulated by extensive long-term 
credits at low rates from the U. S$. 
Government, the railroads are rapidly 
placing large orders for parts and 
equipment now virtually worn out oF 
obsolete. Heavier freight and pas 
senger trafic resulting from sustain 
business improvement will enable the 
roads to still further step up their re 
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ASSOCIATED DRY GOODS 
CORP. 


Please give me your view on Associated 


















@ Dry Goods. What do you think of its 
prospects this year? Would you advise me 
Shee 10 continue holding 100 shares of its com- 
mon stock on which I am nearly even?— 

— E. L., New York, N. Y. 
inion! Associated Dry Goods Corp. con- 
rd trols one of the oldest and largest de- 
i partment store systems in the country. 
f recognized importance and consti- 
term tuting the largest single unit in the 
J. §. group, is Lord & Taylor in New York 
pidly City, in which an 88% interest is held. 
and James McCreery €& Co., also in New 
it oF York City, Hahne & Co. in Newark, 
pas N. J., and five other units located in 
ined Buffalo, Baltimore, Minneapolis and 
the Louisville comprise the balance. Earn- 
r re ings of the system have fluctuated com- 
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Buy This Bargain Stock 
For Large Profit 


Events in the Stock Market move swiftly. Short delays often 
prove costly. The large profits are reserved for those who 
are up-to-the-minute and have the courage to ACT. If you 
are looking for large profits, or for a way to recover losses 
quickly, fill out the coupon below. It will bring you valuable 
information without cost or obligation. 


We have thoroughly analyzed hundreds of stocks in order to locate 
an issue possessing greater-than-normal profit possibilities. Fortunately, 
we have discovered a stock which we believe to be one of the most attrac- 
tive issues listed on the New York Stock Exchange. In fact, this stock 
promises to become one of the spectacular profit-producers of the future. 
In our opinion, it is selling for only a fraction of its prospective value. 


Why This Stock Should Be 
Bought Now 


1. The security in question is within the reach of all investors, selling 
as it does in the lower price range. 


2. Financial condition is excellent. 


3. The company is one of the best situated units in a long-established 
industry with far-flung activities. 


4. It is in excellent position to profit from improving business condi- 
tions. While the business of this company should expand exten- 
sively during coming months, earnings should increase at a much 
faster rate. 


5. Both its near and long term prospects are preponderantly favorable. 


Those investors who have the courage and foresight to buy this stock 
AT THE RIGHT TIME should reap extraordinary profits. 


This is one of the most outstanding bargains that we have been able 
to uncover in a long time. Most likely it will not long be available at its 
present price. 


The name of this bargain stock will be sent to you absolutely free, 
provided only that you have not previously written to us for similar in- 
formation. We shall also send you an interesting little book, “MAKING 
MONEY IN STOCKS.” No charge—no obligation. Just address: IN- 
VESTORS RESEARCH BUREAJ, INC., DIV. 521, CHIMES BLDG., 
SYRACUSE, N. Y. 


SIMPLY FILL OUT THE COUPON BELOW 


a a ue ini i ah i ia hie i we aia i se a 


Investors Research Bureau, Inc. 


Kindly PRINT name and address PLAINLY 


| Div. 521, Chimes Bldg., Syracuse, N. Y. | 

Send me the name of the bargain stock which should be | 
I bought for substantial profit. Also a copy of “MAKING ! 
{ MONEY IN STOCKS.” This does not obligate me in any way. j 
| RU 2 egals Wa Rahn’ F:dk 0.6 09:6 0/00 0c Reiley SRR O a seca te Ra eee ee eae | 
NMI iki Stas cia cdeaesinth os ckBecoseas os es ee | 
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Dividends and Interest 








International Petroleum 
Company, Limited 


NOTICE OF DIVIDEND NO. 40 


NOTICE is hereby given that a dividend of 
28c Canadian currency per share has been de- 
clared, and that the same will be payable on 
or after the 15th day of March, 1934, in re- 
spect to the shares specified in any Bearer 
Share Warrants of the Company of the 1929 
issue upon presentation and delivery of cou- 
pons No. 40 at: 


THE ROYAL BANK OF CANADA 
King & Church Streets Branch, Toronto, Canada 


The payment to Shareholders of record at the 
close of business on the 28th day of February, 
1934, and whose shares are represented by 
registered Certificates of the 1929 issue, will 
be made by cheque, mailed from the offices of 
the Company on the 14th day of March, 1934. 


The Income Tax Act of the Dominion of Canada 
having been amended, effective April 1st, 1933, 
to provide that a tax of 5% shall be imposed 
and deducted at the source on all dividends 
payable by Canadian debtors to non-residents 
of Canada, the above mentioned tax will be de- 
ducted from all dividend cheques mailed to non- 
resident shareholders and the Company’s Bank- 
ers will deduct the 5% tax when paying cou- 
pons to or for account of non-resident share- 
holders. Ownership Certificates will be re- 
uired by the paying Bankers in respect of all 
dividend coupons presented for payment by 
residents of Canada. 


Shareholders resident in the United States are 
advised that a credit for the 5% Canadian tax 
withheld at source is allowable against the tax 
shown on their United States Federal Income 
tax return. If it is desired to claim such credit 
the United States tax authorities require evi- 
dence of the deduction of said tax. In order 
to secure such proof Ownership Certificates 
(Form No. 601) must be completed in dupli- 
cate and the Bank cashing the coupons will en- 
dorse both copies with a certificae relative to 
the deduction and payment of the 5% tax and 
return one Certificate to the shareholder. If 
forms $601 are not available at local United 
States banks, they can be secured from the 
Company's office or the Royal Bank of Canada, 
Toronto. 


Holders of Bearer Share Warrants are hereby 





notified that an additional supply of dividend 
coupons number 41 to 60 inclusive, together 
with a new talon for a further supply of cou- 
pons, will be issued by the Company on or af.- 
ter 15th March, 1934, in exchange for the 
talon which is attached to the Bearer Share 
Warrants. The talon only should be detached 
from the Bearer Share Warrants and presented 
at or forwarded to the Company’s Office by 
registered mail when a new supply of coupons, 
bearing the same serial number as the War- 
rant from which the talon is detached, will be 
issued in exchange therefor. 


To facilitate the issue of the new supply of | 
dividend coupons, the transfer books will be 
closed from the ist day of March to the 24th 
day of March, 1934, inclusive, and no Bearer 
Share Warrants will be ‘‘split’’ during that 
period. 
By order of the Board, 
J. R. CLARKE, 
Secretary. 

56 Church Street, Toronto 2, Canada. 
19th February, 1934. 





E. I, DU PONT DE NEMOURS & CO. 
Wilmington, Del., February 19, 1934. 


The Board of Directors has this day declared a 
dividend of $0.50 per share on the outstanding 
$20.00 par value Common Stock of this Company, 
payable March 15, 1984, to stockholders of record 
at the close of business on February 28, 1934; 
also dividend of $1.50 a share on the outstanding 
debenture stock of this Company, payable on April 
25, 1934, to stockholders of record at the close of 
business on April 10, 1934. 


CHARLES COPELAND, Secretary. 


TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a distribu- 
tion of fifty cents per share on the mpany’s 
2,540,000 shares of capital stock without nominal 
= value, payable on March 15, 1934 to stock- 
: oof of record at the close of business on March 
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H. F. J. KNOBLOCH, Treasurer. 





IMPERIAL OIL LIMITED 
IMPORTANT NOTICE 


NOTICE is hereby given that on and after 
the first day of March, 1934, new Coupon 
Sheets will be issued to the holders of Bearer 
Share Warrants of this Conipany, upon sur- 
render of the NUMBERED TALON attached to 
the bottom of the Share Warrant. This Talon 
should be detached from the Share Warrant 
Certificate, and forwarded by registered mail, 
insured, to the Office of the Secretary, 56 
Church Street, Toronto, Ontario. 


At the earliest date possible after the receipt 
of this Talon, new Coupon Sheets bearing the 
same Serial Number as the Certificate from 
which the Talon is detached, will be returned 
in exchange therefor. 

BY ORDER OF THE BOARD 
F. E. Holbrook, 
Secretary. 
56 Church Street 
Toronto, Ont. 











The North American 
Company 





QUARTERLY 
DIVIDENDS 





No. 120 on Common Stock ot 121% cents per 
share in cash, and 1% in Common Steck (at 
the rate of 1/100th ot one share for each share 
held); and 
No. 51 on Preferred Stock of 114% in cash 
(at the rate of 75 cents per share) 
Will be paid on April 2, 1934 to respective 
stockholders of record at the close of business 
on March 5, 1934 

Robert Sealy, Treasurer 











THE ELECTRIC STORAGE BATTERY COMPANY 
Allegheny Avenue & 19th Street 
Philadelphia, February 16, 1934 

The Directors have declared from the Accumu- 
lated Surplus of the Company a quarterly dividend 
of Fifty Cents ($.50) per share on the Common 

Stock and the Preferred Stock, payable April 2nd, 

1934, to stockholders of record of both of these 

classes of stock at the close of business on March 

10th, 1934. Checks will be mailed. 
WALTER G. HENDERSON, Treasurer. 





Chrysler Corporation 


* DIVIDEND ON COMMON STOCK > 
A regular quarterly dividend, for the first quarter 
of 1934, of twenty-five cents ($.25) per share, on 
the Common Stock, has been declared, payable 
March 31, 1934, to stockholders of record at the 
close of business March 1, 1934. 


B. E. Hutchinson, Vice President and Treasurer 











LOEW’S INCORPORATED 
*““THEATRES EVERYWHERE” 

February 26th, 1934. 
fe Board of Directors has declared a 
quarterly dividend of 25c per share on the 
Common Stock of this Company, payable on 
the 31st day of March, 1934 to stockholders 
of record at the close of business on the 15th 
day of March, 1934. Checks will be mailed. 
DAVID BERNSTEIN 

Vice President & Treasurer 








Keep Your Stocks Earning 
Dividends 


Buy with—Trade with—Deal with—the 
companies whose stock you own. Many 
of them advertise in The Magazine of 
Wall Street. 








mensurately with the general trend of 
department stores. Depressed indus 
trial conditions, unemployment and re. 
duced public purchasing power caused 
earnings to decline steadily from 1927 
through the fiscal year ended January 
31, 1933, reaching a climax in the lat. 
ter year when a net deficit of $1,939, 
914 was reported. While sales vol- 
ume in this period was not reported, it 
is understood that a marked shrinkage 
was evidenced, reflecting intensive com- 
petition within the department store 
group. With an improved consumer 
demand last year as well as higher re. 
tail prices resulting from adoption of 
the N R A code, the common belief 
exists that not only was a recovery in 
earning power effected but that the 
annual report will show a small net 
profit. Financial position as of Janu: 
ary 31, 1933, was extremely strong with 
current assets totalling $20,503,305 as 
compared with a total current indebted- 
ness of $2,118,205. In view of the 
apparent betterment that was experi: 
enced last year and with the outlook 
for 1934 promising, some action to- 
ward clearing up preferred dividend 
accumulations would seem a fair pros 
pect. Certainly the company’s strong 
treasury position is a favorable factor 
in this connection. On this basis, we 
see no reason for disturbing your pres 
ent holdings. 


AMERICAN ICE Co. 


I have been holding American Ice com- 
mon for some years and naturally have been 
most dissatisfied with its more recent mar- 
ket action. Do you feel that the stock 
should be held for the pull, or should I take 
my loss -at present quotations —J. L. B., 
Camden, N. J. 


Although the American Ice Co. has 
endeavored to offset the seasonal nature 
of its business by the distribution of 
coal and fuel oil, ice still accounts for 
by far the major’ portion of its reve’ 
nues. In an effort to further diversify 
its business, a laundry plant was put 
into operation in 1932, but this, to 
gether with its recently established beer 
business, is still of minor importance 
from an income standpoint. For the 
nine months ended September 30, 1933, 
net income of $973,618, equivalent, 
after allowing for preferred dividends, 
to 62 cents a share on the common 
stock, contrasted with $1,411,820, or 
$1.40 a common share for the corre’ 
sponding interval of 1932. Contrary 
to the experience of most enterprises, 
earnings of American Ice thus far have 
failed to respond to improved purchas 
ing power of the general public. 
is clearly revealed in the report for the 
quarter ended September 30, 1933, 
when net income of $777,066, com: 
pared with $984,082 earned in 
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corresponding quarter of the previous 
year. Although full year 1933 earn- 
ings have not as yet been reported it 
is unofficially estimated that the com- 
pany will show approximately 35 cents 
a share on the common stock, which 
would compare with actual earnings of 
$1.05 a share for 1932. Unusually 
severe winter weather undoubtedly 
aided sales of coal and fuel oil but its 
effect on ice sales could not have been 
anything but unfavorable. While we 
recognize that some benefits may ac- 
crue to the company under the indus- 
trys NRA code, we are inclined to 
feel that the constantly wider employ- 
ment of mechanical refrigeration de- 
tracts considerably from its earning 
prospects. Thus, despite the satisfac- 
tory financial circumstances of the or- 
ganization, a switch from the common 
stock to other more favorably situated 
issues appears advisable. 


AIR REDUCTION CoO. 


What is your opinion of Air Reduction 
as an investment issue? Do you think its 
future possibilities warrant holding despite 
the low yield? Do you foresee any early 
increase in dividends? Do you recommend 
holding or switching 100 shares bought at 
86% last year?—L. W. P., Fresno, Calif. 


As Air Reduction Co. is most pros- 
perous in periods of expanding busi- 
ness activity, its products being used 
extensively in building, automobile 
manufacture, railroad and equipment 
construction, etc., the coming months 
hold much promise for its stock hold- 
ers. Large Government loans for rail- 
road rehabilitation, slum clearance and 
general construction work will ulti- 
mately result in increased demand for 
this company’s principal products— 
oxygen and acetylene gas. The report 
of Air Reduction and wholly owned 
subsidiaries for the year ended Decem- 
ber 31, 1933, showed consolidated net 
profit of $3,192,732, after deprecia- 
tion, Federal taxes, etc., equivalent to 
$3.79 a share of capital stock. This 
compares with $2,293,760, or $2.73 a 
share in 1932. Current assets at the 
yearend amounted to $14,384,674, 
against current liabilities of $1,688,187. 
Cash stood at $6,763,094 and U. S. 
Government securities $3,400,000. In- 
vestments carried at $9,756,707 repre- 
sent in part an important minority in- 
terest in U. S. Industrial Alcohol (said 
to be 60,000 shares) and a 66% inter- 
est in Pure Carbonic Co. Large plant 
investment being unnecessary, the com- 
pany has been liberal with respect to 
dividends—paying out practically all 
of its net profits. It is reasonable to 
assume that this policy will be followed 
so that increased disbursements may 
promptly be looked for with larger in- 
come. The shares of the company have 
normally sold relatively high in rela- 
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tion to reported earnings and we feel 
that this situation is likely to continue 
in strong markets. With increased re- 
pair work and new construction in 
prospect, the future appears bright 
both as to earnings and ‘to dividends. 
Accordingly, retention of present hold- 
ings is recommended and fresh com- 
mitments should prove profitable, espe- 
cially on price recessions. 








Bonds Have Favorable 
Outlook 


(Continued from page 503) 








ing power of the dollar is justified. 

As this is written, general business 
shows no signs of flagging. Not only 
is the volume of production and distri- 
bution on the increase, but prices are 
moving forward again. In some lines 
higher prices are more important to 
earnings—out of which, of course, 
come all interest payments—than an 
increase in volume. Naturally, there 
are some exceptions to this hopeful 
prospect. The public utilities, for ex- 
ample, despite some betterment in vol- 
ume sales, probably face a further per- 
iod of restricted earning power as a re- 
sult of renewed efforts to lower rates 
and raise taxes. Many bonds in this 
class, however, are so strong funda- 
mentally that the possibly unfavorable 
earnings outlook is being ignored and 
they are moving forward with the rest 
of fixed-income securities. Aside from 
the few companies that are in a posi- 
tion similar to the weaker public utili- 
ties for one reason or another, the busi- 
ness outlook contains no clouds to 
threaten the strength in bonds. 

Moreover, the outlook for money 
rates is another—and universally—fav- 
orable consideration. Money was easy 
even before the bank deposit guarantee 
plan went into effect, before the Fed- 
eral Reserve’s holdings of Government 
securities were as large and they are 
now, and before these recent huge im- 
portations of gold bullion. At this 
moment the nation bulges with unused 
credit. 

In combing the situation for unfav- 
orable possibilities, one will remember, 
despite justification for the present lack 
of fear, that the President still has the 
power to further devalue the dollar to 
the 50-cent level, and that not even this 
would be final if Congress willed other- 
wise. Nor is further dollar deprecia- 
tion the only thing that could bring 
about soaring commodity prices, and 
consequent impairment of a bond’s real 
value to the individual. Even without 
further depreciation there are poten- 
tialities for a tremendous inflationary 
movement. 


While this—the unfavorable side of 
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—some new viewpoints of 
urgent interest to public 
utility investors. 
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Or Better? 


—conclusions on activities 
of stocks and bonds in the 
second quarter. 
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GOLD STOCKS? 
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INFLATION? 


—whether you expect cur- 
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expansion, understand the 
safeguards. 
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the bond picture—should be noted, it 
will never become effective overnight. 
There will be constant warning over a 
considerable period before the individual 
investor is confronted by a serious rise 
in the cost of living. In the meantime, 
the rise in price which might well re- 
sult in judiciously-purchased, under- 
valued bonds should do much to offset 
a serious loss of purchasing power—if, 
and when, it comes. 








Stock Exchange Regulation 
Menaces Corporate 
Independence 


(Continued from page 497) 








unanimous public concurrence. Wash 
and matched sales are forbidden in the 
anti-pool drive, as are also concerted 
deals tc impart a false air of activity to 
the market, the dissemination of false 
information, pegging operations (except 
with permission); dealing in puts, 
calls, straddles or other options or 
privileges of buying or selling without 
being bound to do so, and corners. 
Over-the-counter marts are regulated. 

Directors, officer and principal stock- 
holders of corporations are tied up in 
a maze of rules designed to keep them 
out of short-period speculation in their 
own securities and from the use of 
confidential information to boost pools 
or fatten their private purses. Short 
selling is utterly taboo for them, ex- 
cept as a five-day delivery limit may 
suffice. This group of persons is 
singled out for special consideration in 
connection with the prohibition of the 
dissemination of misinformation. 

Concealment of Facts—In addition 
to penalizing secrecy and deceit, the 
bill is strong on the positive and piti- 
less publicity side. In the first place 
the exchange itself must formally reg- 
ister with the Commission, get a cer- 
tificate of health and agree to live in a 
glass house without the benefit of cloth- 
ing. No security may be registered 
with an exchange and with the Com- 
mission except upon exhaustive dis- 
closures of the nature and purpose of 
the company and of the personnel of 
its officers and directors, solemn prom- 
ises to be good and exemplary, and un- 
der obligation to file detailed quarter- 
ly and annual reports and monthly 
supplements if required by the Com- 
mission. Any material misstatement 
or misrepresentation, intentional or 
not, in data so filed opens the way for 
suits for compensation for resulting 
losses. The bill is so worded that the 
Commission may exclude any security 
from registration. Even the right of 
court review does not preclude disas- 
trous consequence. 
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Foreseeing that brokers might evade 
the law by transacting business on for- 
eign exchanges, that outlet is sewed up 
tight, but there is nothing to prevent 
an individual from diverting his busi- 


ness to foreign exchanges. This may 
have the effect of building up rival ex- 
changes in other countries, particularly 
Canada. On the other hand, foreign 


speculators may seek to transact their 


American business through foreign ex- 
changes instead of through the New 
York Exchange. New York may be 
menaced as an international exchange 
of the first rank, and with adverse col- 
lateral effects on finance and commerce. 

Conceding the desirability of all the 
reforms aimed at by this legislation, it 
is still open to question as to whether 
they do not carry with them equiva- 
lent evils and vices. It is generally 
conceded that if speculation were com- 
pletely done away with the remaining 
volume of business in the stock ex- 
changes would be insufficient to make 
a broad, responsive and duly reflective 
market. In general such a market 
would be a buyers’ rather than a sell- 
ers’ market, with the result that the 
pure investor would suffer whenever 
liquidating, especially if compelled to 
act in haste. “Naked” speculators are 
in business for the purpose of taking 
risks, and to the extent they absorb 
them, they lighten the investor's risk. 
Closely curbed speculation will never 
be equal to general risk carrying. 
Should it turn out that the effect of 
the law will be rather to reduce the 
number of speculators than decrease 
the volume of speculation, it would 
mean that speculation was more in 
the hands of big operators than now. 
They would naturally be more selec- 
tive and discriminating, often entirely 
ignoring many securities. But alas! It 
is a purpose of this ubiquitous measure 
to reduce the mobility of securities. Its 
framers conceive of highly anutomatic 
and absorptive markets and quick and 
easy transfers of ownership as social 
dangers. Ownership, if migratory, 
fleeting, and uninterested except pecu- 
niarly, is held to be socially less de- 
sirable than an abiding stake. 

On the other hand, outright owners 
of securities may be drawn into the 
market to an unprecedented extent if 
they are convinced that they will not 
be subject to the hazardous wiles and 
stratagems that have so often marked 
the history of stock exchanges. If so, 
the enlarged volume of cash sales and 
purchase may offset the contraction of 
speculation. 

There is no occasion at present for 
alarm. The bill will probably be con- 
servatively modified before it is adopted. 
It may not be passed at this session of 
Congress, and if it is, it will not become 
effective until October 1. In any event 
its positive benefits may offset its nega- 


tive effects, and finally it may prove to 
be an agreeable surprise all around— 
which has more than once happened in 
But 


respect of feared legislation. 
hould the worst develop, the conse- 
quences will be so bound up with busi- 
ness recovery and the health of na- 
tional finances that this quick-acting 
national Administration can be counted 
upon to move swiftly for corrective 
modification—if the radical theorists, 
always boring from within toward s0- 
cialism, can be baffled. It is incredi- 
ble that President Roosevelt, who has 
wisely disclaimed favor for or approval 
of any particular feature of this bill, 
will permit such a shock to the credit 
and securities price structure as a pre- 
cipitate change in margin and bank 
loan requirements would bring. It is 
inconceivable that he would permit 
such an episode of ruinous deflation 
in the midst of cultivated reflation— 
such a freezing of assets in the midst 
of high-pressure liquefication by the 
heat of monetary devalution and credit 
expansion. 

But the most stiff-necked Wall Street 
retainer should remember at all times 
that the Street has some grave indict- 
ments to answer to, and that it is for- 
tunate that it is in for a cleansing which 
may fall far short of a wringing opera’ 
tion. Much of what is to be formally 
required of it the Exchange has already 
done voluntarily, even if a trifle tardily 
and reluctantly. Had it acted sooner 
and more cordially, it might have been 
left with a greater degree of self-gov 
ernment. More alertness in the future 
will give it abundant liberty of action 
within the law if Congress should en: 
trust the law to an especially established 
and adapted body. 








How Far Can This Market 
GoP 


(Continued from page 489) 








of the Administration no longer seems 
to business quite the boon it was 
thought a year ago. There can hard: 
ly fail to be a growing uneasiness at 
the impulsive and ruthless way in which 
both the Administration and Con: 
gress appear inclined to exercise the 
power imposed in them. 

Such considerations, however, mere 
ly lurk in the background. For this 
year recovery is well under way and 
no doubt will continue. There is no 
point in futile conjecture about the 
possibilities, good or bad, of 1935. In 
the current scene the basic steel indus: 
try continues to forge ahead at a brisk 
pace. Operations now are at nearly 
45 per cent of capacity, considerably 
more than double the rate of a year 
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ago. Demand is coming from the auto- 
mobile industry, the railroads, P W A 
construction and a considerable volume 
of miscellaneous buying. There is 
dight doubt that steel operations will 
pass 50 per cent of capacity during the 
spring season and it is quite conceiv- 
able they may reach 60 per cent of 
capacity. Accordingly, at least for the 
frst quarter, the more efficient steel 
companies have an excellent chance of 
getting back on the profit side. 


Construction continues to run more 
than 100 per cent ahead of the level of 
a year ago, although the gain is due 
mainly to Federal emergency spending 
and is less pronounced, in comparison 
with a year ago than was the case in 
December. Automobile production is 
at a high seasonal level, although the 
recent rate of expansion has moderated 
as dealer demand has been supplied. 
Further substantial expansion in pro- 
duction probably will await a clearer 
test of consumer reaction to the new 
models. Current consumer sales are 
reported relatively good. The index of 
dectric production continues to show 
weekly gains of between 11 and 12 per 
cent over the level of a year ago; and 
railway carloadings are running ap- 
proximately 14 per cent above the fig- 
ure of 1933. The latter index is now 
dightly above the highest point of last 
summer and reflects a healthier ad- 
vance in general business than then 
existed. 

Retail trade in the last fortnight has 
shown encouraging improvement. The 
average merchandising gain for the 
country is probably 25 per cent in dol- 
lar volume or roughly equivalent to the 
price advance that has occurred. This 
represents a change for the better, how- 
ever, for until recently the physical 
volume of retail trade was well under 
that of a year ago. Such is still the 
case in the majority of eastern depart- 
ment stores, although the gap has been 
narrowed, partly due to the addition of 
liquor departments. On the other 
and, in some sections, notably the 
South, trade gains have run from 50 
to 90 per cent, reflecting a recovery of 
consumer purchasing power without 
question. Maintenance of this im- 
provement, of course, depends upon 
the permanence of the present im- 
proved prices for the chief agricultural 
products, 

For the past eight weeks the move- 
ment of wholesale commodity prices 
has been gradually but steadily upward, 
possibly indicating that dollar revalua- 
tion is becoming effective. In the in- 
terest of balanced economic relation- 
ships, it is more to be hoped that any 
further advance will remain of the 
‘teeping variety, than that it quickly 
carry us back to the much publicized 
level of 1926. The ultimate attain- 
ment of that level may or may not 
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172.98. 


At All Times A Strong 
Anchor of Safety 


—enivar 
Li-FE INSURANCE COMPANY 


OF BOSTON, MASSACHUSETTS 
A mutual dividend-paying company 
71 years in business; 98 millions paid policyholders in 
1933, 973 millions paid since organization. 
Total Insurance in force $3,411,708,382.00. 


Total admitted assets $655,664,366.32; policy re- 
serve $546,151,593.00; other liabilities $65,359,- 


Special Contingency reserve $15,000,000.00, General 
Safety Fund $44,153,600.34, making a total Emer- 
gency Fund of $59,153,600.34. 





JOHN HANCOCK 
INQUIRY BUREAU 
197 Clarendon Street 


Boston, Massachusetts 





Please send me your booklet covering personal 
insurance problems. 











KENT 
AUTOMATIC 
GARAGE 


NEW YORK 


The last word in con- 
venience and safety 
for your car ... oc- 
cupies its own particu- 
lar compartment .. . 
offers every opportu- 
nity for storage by the 
hour, the day, the 
month . . . with or 
without service. 


Rates $15.00 monthly 
and upwards .. . Ex- 
pert repairs on all makes 
of cars. 


KENT GRAND CENTRAL 
44th St. Near Third Ave. 
Tel. Murray Hill 2-0460 
Your Car Is Never Touched by Human Hands 

















Why Depend on Tips? 


Learn how to Trade Profitably. New 
publication explains tested methods of 
successful traders. 
Write fer Free Felder M1 
Methedical Trading Institute 
Incorporated 
fe New York, N. Y. 














Your First 
““Inflation’’ 


How well you remember 
those “first long trousers.” 
How much of a man you 
felt — and how happy to 
graduate from boyhood. 


Seems rather funny — but 
these same emotions swell 
the breast of every man— 
when he finds himself the 
satisfied owner of a new 
garment yesterday, today 
and tomorrow. 


And for a perfect excuse 
for all human pride and 
ego—a Shotland and Shot- 
land custom tailored gar- 
ment — satisfies our still 
youthful concepts and 
more certifies of mature 
knowledge of fact that 
value and price — agrees 
with our good judgment. 


Y <iibaibil BRyant 9-7495 
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prove a boon. Its fast attainment cer- 
tainly would prove a disaster. This is 
so clear that, significant or not, the 
Administration has never definitely 
committed itself to the precise 1926 
price level, has said nothing for many 
weeks about any contemplated objec- 
tive and may be satisfied with some- 
thing less than 1926 prices. Rising liv- 
ing costs have a way of rapidly losing 
popularity with the voter. 








The 59-Cent Dollar at 
Home and Abroad 


(Continued from Page 496) 








The fund would operate to take the 
premium off dollars by selling them to 
foreigners. In return, the fund would 
be unable to acquire gold, or in any 
event not enough gold, for, as has 
been said, we have taken about 
all the world is willing to let us 
have. For what then, would our fund 
exchange its dollars? If it takes for- 
eign currencies for more than they ar? 
worth, it is obvious that ultimately 
there would be a heavy loss. It might 
be noted, however, that should this 
course be followed, the effect would be 
the same as that of our foreign loans 
in the good old days prior to the crash 
of 1929. It was these loans that arti- 
ficially maintained our export business 
at a very high level and kept the 
world’s currencies from going to a dis- 
count much sooner than actually oc- 
curred. When the final crash came, 
we lost a great part of our export busi- 
ness, and many of the loans in the 
bargain. 

So far, there is no evidence that our 
stabilization: fund has bought any for- 
eign currencies for investment. The 
dollar has been held down by the ac- 
quisition of gold. But when we have 
taken all the gold that foreigners will 
let us have, it will be interesting to 
see how the fund will attain stabiliza- 
tion of the exchanges without taking 


_a loss that will make the Farm Board's 


efforts seem a mere bagatelle. . . . un- 
less, of course, we take those unlikely 
and drastic steps to alleviate the unbal- 
anced fundamentals in the situation; 
such steps as have been proposed, for 
example, in recent speeches by Secre- 
tary Wallace. 

Now, if this is what the future holds, 
what are we to Jo about it? Do we 
propose to go our own sweet way and 
let the rest of the world adjust itself 
as best it can, or do we propose to aid 
the world in making the necessary ad- 
justments. Should we decide upon 
the first course, then possible damage 
through foreign retaliation should be 
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recognized and weighed. No reason- 
able man can suppose that we shall be 
permitted to take the world’s gold as 
we have taken it over the past few 
weeks, (more than $400,000,000 in 
the first twenty-three days of Febru- 
ary) or that any export advantage 
from the 59-cent dollar can be perma- 
nent. We must recognize the possi- 
bility of higher tariffs against our 
goods, more rigid quota systems, and 
even outright embargoes. We must 
recognize the possibility that counter- 
depreciation of foreign currencies 
would quickly remove any export ad- 
vantage we enjoy as a result of the 59- 
cent dollar—to say nothing of other 
repercussions arising from an aggrava- 
tion of the present world monetary 
chaos. If the cost is worth it, let us 
go ahead as we are doing. But by all 
means make the estimate first. 

On the other hand, we might decide 
upon the second of the two courses. 
In this case we would realize that it is 
an inadequate supply of dollars avail- 
able to the foreigner that is at the 
heart of the trouble. Instead of sup- 
plying the dollar deficiency from an 
exchange fund—and losing it—we 
should look around for other means of 
attaining the same object. Despite our 
unfortunate experience in the field, 
surely there are projects abroad in 
which we could invest soundly. The 
soundest foreign investment is one 
which finances the production of some’ 
thing in which we are wiling to receive 
our interest and take payment of prin- 
cipal. If we can find such opportu- 
nities, let us take advantage of them. 
At the same time we must be careful to 
avoid foreign investment which sets up 
the production of some article which 
is already over-produced in this coun- 
try and which we promptly bar by a 
tariff as soon as the foreigner attempts 
to send us the share our money has 
earned. 

Other means of augmenting the sup- 
ply of dollars abroad include judicious 
tariff reductions on things that are 
clearly a hot-house production in this 
country, greater utilization of for- 
eigners’ services, and the encourage- 
ment of foreign travel. Finally, and 
this is the one step we appear to be 
attempting fairly vigorously, the rise 
in the domestic price level should be 
permitted to continue. All the goid 
we have imported recently must play 
its part in enlarging the money and 
credit supply, and in this way do its 
part in lifting the price level. If we 
ever begin to sterilize this gold as we 
did with that received after the War, 
consequences would be severely ad- 
verse. 

At this point, despite the inade- 
quacy with which certain characteris- 
tics have been covered, there can be nv 
doubt that the 59-cent dollar is some- 





thing more than stimulating. Its per- 
sonality perhaps might be better styled 
‘“dynamitic.” 








As I See It 
(Continued from page 487) 








the brain trusters face the realities. 

The evils that have manifested them- 
selves in this depression should be 
eliminated, but it is not necessary to 
embark on socialistic experiments to 
effect the elimination. Nor will our 
recovery be hastened by enslaving pri- 
vate ownership, operation or enterprise 
in the heavy chains of bureaucracy. 
On the other hand, it will be hastened 
by a Government which continues to 
offer organized aid and direction with- 
in the framework of the present order. 











American Gas & Electric Co. 
(Continued from Page 507) 








servative capitalization of additional 
assets resulting from investment of sur- 
plus earnings. The stock currently is 
quoted at 31. While the cash yield is 
only 3.3%, the total return, including 
4% annually in stock, is not unattrac- 
tive. 

Last year’s per share profit of $1.75, 
compares with $2.31 in 1932, $3.58 in 
1931, $4.38 in 1930 and $5.98 in 1929. 
While industrial depression has been 
pronounced in the company’s territory, 
recovery in the same territory is likely 
to be similarly pronounced. This, to- 
gether with the leverage which the com- 
mon stock possesses, due to its position 
in the capital structure, should in time 
produce a satisfactory recovery in per 
share profits. Assets of the system total 
approximately $450,000,000, capital: 
ized with approximately $195,000,000 
in funded debt, slightly more than 
$82,000,000 in preferred stocks and 
4,228,963 shares of common. Balance 
sheet valuation being conservative and 
reflecting amply liberal depreciation 
charge-offs, the asset equity behind the 
common stock, after allowance for all 
prior securities, is considerable. 

On the adverse side, consuming de’ 
mand, while improving, is still subnor 
mal. Costs of materials are rising. 
Payrolls, under N R A, are larger, 
Taxes tend to mount. Off-setting rate 
increases are improbable. Indeed, the 
company will do well to maintain e 
isting rates against the usual agitation 
for lower rates in one consuming area 
or another. These influences probably 
preclude any early recovery of 1929 
earning power but, given normal indus 
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trial revival, certainly will not preclude 
a satisfactory improvement in earnings, 
,scompared with their present level. 

Finally, the system’s geographic lo- 
ation is fortunate in being rather dis- 
rant from, if not actually out of eco- 
nomic reach of, the hobgoblin of gov- 
emment competition. Utilities in the 
South may worry about Muscle Shoals. 
Those in the Far West no doubt view 
Boulder Dam and the Columbia Basin 
with a certain amount of misgiving. In 
the East, St. Lawrence power may ulti- 
mately threaten. The Middle West, 
with little water power, will no doubt 
so on converting coal into electricity. 
Private management, including that of 
American Gas ©& Electric, has for 
years demonstrated an ability to do this 
better than public management. 








Pennsylvania Railroad 
(Continued from page 506) 








PW A loan of $77,000,000 with 
which to electrify its lines between 
Wilmington and Washington. This 
program is expected to pay for itself 
in resulting economies. In normal times 
the necessary funds would have been 
obtained from bond issues, readily 
marketable. 

States tapped by the Pennsylvania’s 
neatly 12,000 miles of lines include 
New York, New Jersey, Delaware, 
Pennsylvania, Maryland, Illinois, In- 
diana, Kentucky, Michigan, Ohio, Vir- 
gina and West Virginia. The last 
dividend paid was 50 cents a share and 
this may be increased to $1 this year. 
At a present price around $36, the 
common stock discounts a material im- 
provement in earnings, as compared 
with last year’s showing, but does not 
appear excessively appraised in relation 


to the possibilities of the next year or 
two. 
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Japan Bids for World 
Markets 


(Continued from page 502) 
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€xport policy. History shows that the 
relative importance of the older indus- 
trial countries has declined as the in- 
ustrialization of the world progressed. 
he ratio of England's share of world 
trade declined with the industrial pro- 
gress of Germany, and the enormous 
advance of our American industries 
again has caused a relative decline in 
at's importance. We find 

ugh that the absolute figures for 
Production and export have not been 
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changed by this shifting. Up to the 
war they have steadily increased. Dur- 
ing periods of prosperity the United 
States has hardly ever exported more 
than 12 per cent of the production, 
while England and Germany sold dur- 
ing this time not more than 25 per 
cent of their manufactured goods out- 
side of their frontiers. The old fact 
prevails, that the industrial countries 
among themselves are their best cus- 
tomers. They buy much more from 
each other than the agricultural coun- 
tries buy from them. Even in a coun- 
try as highly industrialized as the 
United States there is still sufficient 
demand for goods which another indus- 
trial country will furnish in better 
quality or at better prices or both than 
we might be able to produce. As to 
the difference in wages, experience so 
far has established the fact that the 
competition of countries with low 
wages is not such a formidable foe. 
Low wages are conducive to a lowering 
in quantity and quality of production. 


The Japanese phenomenon though 
seems to constitute a clear antithesis. 
The forces, or better, the combination 
of forces which are responsible for the 
paradoxical situation can not very well 
be used as basis upon which a compari- 
son with the United States or Europe 
would be possible or justified. In the 
long run though it might be proved 
that the old axiom holds good even if 
applied to the land of Araki. Japan is 
today exporting more than 60 per cent 
of her production. The foundation of 
this overexpanded export is a fantastic 
exploitation of the Japanese people at 
the cost of a gradual crushing of her 
best elements. How long will this 
foundation withstand the pressure? A 
mass production reared for the specific 
purpose of export carries within itself 
the germ of future decay. Highly in- 
telligent and efficient labor is always 
inclined and capable to organize itself 
and enforce wage increases in order to 
improve their standard of living. 
Presently there exists in Japan a well 
regulated and strongly organized labor 
movement which makes considerable 
wage demands. These demands will 
become the more pressing as the idea of 
political expansion and the predomi- 
nance of the state lose their intensity, 
and the more the effect of the yen de- 
valuation finds expression in a increase 
of inland prices. These factors again 
will force Japan into an attempt to 
consolidate her newly gained position. 
This coincides then with the general 
recovery of the elder industrial coun- 
tries and become a strong stimulus in 
the recapture of their former trade 
areas. But the day Japan is being 
obliged to stop her furious race might 
prove to be the day of reckoning. Will 
she be able to stop without loosening a 
tremendous social upheaval throughout 





The Public Wants 
More "Safety" 


In Investing 


—because true safety ultimately 
means more profits! 


As a Nation of ambitious, forward-looking peo- 
ple, we naturally want more money in order to 
satisfy a multitude of wants and needs. We are 
willing to take chances—and do. This is part 
of the pioneering instinct that wrenched the 
agricultural states from the wilderness . . . that 
made this the world’s greatest industrial country. 


In the last decade or so, these physical frontiers 
have become limited. And we turned to partici- 
pation in industrial ownership through common 
stocks. 


Then we became over-eager, over-enthused—and 
under-cautious. 


And then something happened. Values declined 
—a long “bear market” ensued—unnecessary 
losses were caused investors because they were 
taken by surprise and because their minds were 
filled with fallacies and half-truths about invest- 
ing and trading. Our own basic contentions 
were proved, over and over, that investors need 
not lose because of declining markets—that they 
do not need “bull markets” to make money. 
What they need is a practical working knowledge 
of market action. 


So, again, we ask “does not the basic trouble 
consist of the method or lack of method of the 
thousands who trade in the markets?” 


Knowledge every successful 
investor must have 


For some are always making money in the mar- 
ket. Some are rarely caught napping. Even in 
the crash of 1929, our own clients were advised 
of the impending break two weeks in advance! 
People who act on knowledge are not asking for 
more so-called “safety.” They know that any- 
thing that offers profit-possibilities gives a re- 
turn in proportion to the knowledge used. And 
that knowledge provides greater precautionary 
measures than regulation -can possibly afford. 


Today, as always, the investor who knows WHICH 
stocks to buy and sell, WHEN, and at WHAT 
prices, clearly has a decided advantage. And in 
no other way can he hope to profit much of the 
time. Through action based on such knowledge 
he obtains greater protection and is far more 
likely to make profits. 


Free Book Tells How 


The well-known Wetsel philosophy of investing 
is described in our interesting and illuminating 
booklet “How to Protect Your Capital and Ac- 
celerate Its Growth . . . Through Trading.” 


If you are interested in obtaining such results 
through your own initiative send in the coupon. 
See what you can do to fortify and build-up your 
own financial position. 


A. W. Wetsel Advisory Service, Inc. 
Investment Counselors 
Chrysler Building, New York, N. Y. 


Please send me without obligation, your 
analytical booklet ‘‘How to Protect 
Your Oapital and Accelerate Its Growth 
—tThrough Trading.’’ 
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ATLANTA, GA. 


and The City Builder 


If you wish a “class” cir- 
culation we urge you to in- 
vestigate THE CITY 
BUILDER when making up 
your list of advertising me- 
diums for this section. 


Our Readers Are Able 
to Buy! 


This magazine is the official 
publication of the Atlanta 
Chamber of Commerce. It 
is issued once per month 
and goes to the leading 
business and _ professional 
men and women of Atlanta. 


Circulation and adver- 
tising rates furnished 
upon request. 


The City Builder 
Atlanta, Ga. 














KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. ° We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, Ma e of Wall Street, 
90 Broad Street, New York, N. Y. 


**ODD LOT TRADING’’ 
John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 

**TRADING METHODS’’ 
This handbook, issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 

**SOME FINANCIAL FACTS’’ 
An interesting booklet issued upon re- 
uest by the Bell Telephone Securities 
do. (875) 


ELECTRIC BOND & SHARE CO. 
Full information or reports on companies 
identified with Electric Bond & Share Co., 
furnished upon request. (898) 


‘‘STOCK EXCHANGE SERVICE FOR THE 
SMALL INVESTOR’’ 


This booklet published by M. C. Bou- 
Yeon Co., will be sent upon request. 


G@ MONEY IN STOCKS 
This booklet, issued by Investors Re- 
search Bureau, will be sent free to in- 
vestors upon request. (953) 
MARGIN REQUIREMENTS 
Leaflet explaining, margin requirements 
a ga by McClave & Co., members 
ew York Stock Exchange. Copy upon 
request. (955) 





STMENT INFORMATION 

A well knowaz Stock Exchange firm will 
be glad to receive inquiries pertaining to 
investment matters. (959) 

MARGIN REQUIREMENTS 
Pamphlet showing margin requirements 
and commission charges prepared by 
Emanuel & Oo. Copy on request. (973) 


























New York Curb Exchange 











IMPORTANT ISSUES 
Quotations as of Recent Date 


1934 

Price Range 

— oH — Recent 
Name and Dividend High Lew Price 
Alum. Co. of Amer.......... 8534 69% 173% 
Amer. Cyanamid B (.25).... 20 16 19% 
Amer. Gas & Elec. (1)...... 33 185 30% 
Amer. Lt. & Tr. (1.60) 19 10 18% 
Amer. Superpower 4 334 

Assoc. Gas Elec. “A’”’....... $i 1% 
|, See eee 14 

Canadian Indus. Alco. ‘‘A’’.. nie 
267 

304 


(6). 60 
Ford Motor of Can. “A”... . 738 
Ford Motor, Ltd............ 6 

General Aviation 9% 


the overpopulated empire? An old 
Japanese proverb says, “He who rides 
on a tiger can not dismount. 

It is an old established fact that in- 
dustrial progress means increase in 
human desires, and opens therefore up 
new fields of endeavor. That again 
means that trading possibilities between 
the nations and their power of absorp- 
tion will increase in the same ratio as 
the battle for foreign markets gains in 
intensity. 

No doubt, Japan will stay as a new 
competitor in the world markets, but 
her present advantages will gradually 
flatten out to a reasonable level. 








Southern Railway Pfd. 
(Continued from page 512) 








being paid on the preferred or com: 
mon shares. Due to the overbalanced 
capital structure resulting from the 
heavy funded debt, it will be seen that 
once fixed charges are being covered 
earnings on the preferred shares could 
mount very rapidly. 
years 1928-1930 earnings on the pre- 
ferred shares averaged over $25 a share 
and the time does not seem far dis- 
tance when the preferred shares will 
again be on an earnings basis. Finan- 
cial position of the road is comfortable 
and there are no early maturities of 
consequence. While the question of 
railroad wages may become an issue of 
consequence in the next several 
months, it is not a factor which could 
not be largely outweighed by mount- 
ing earnings—as a speculative consid- 


In the three 


Name and Dividend 


1 

Great A. & P. Tea N.-V. (7). 125 
Gulf Oil of Pa 76 
Hudson Bay M.&S........ 11 
Humble Oil 4314 
Imperial Oil (.50) 144% 
Inter. Petrol. (1.12) 233 
Lake Shore Mines (2) 473 
Mead-Johnson & Co........ 58 

ra Hudscn Pwr........ £% 
Novadel-Agene (7) 67% 
St. Re olay Sana 5% 
South Penn Oil (1) 237% 
Standard Oil of Ind. (1).... 3234 
Swift & Co. (.50)........... 19 
ok yk ee | f 
United Founders........... 1% 
United Gas Corp........... 
United Lt. & Pwr. A........ 
United Shoe Mach. (5) 
Walker Hiram H. W 


eration—and Southern Railway ap 
pears to be particularly favored by this 
factor. At levels around 39-40 for the 
preferred shares ultimate earnings pos 
sibilities are by no means discounted. 





Today in Washington 
(Continued from page 493) 











ing” from 1934-5 funds to meet cur 
rent wage demands. A return to relief 
expenditures at the rate of more than a 
billion a year will certainly bring infla 
tion of the currency in some form. 
Unlimited purchase of silver and 
the issuance of silver certificates 1s 
considered the most likely way of 
expanding the currency. 


HAT miraculous Treasury profit of 
about 3 billion dollars, obtained by 
declaring that the dollar is worth 59.06 
instead of 100 cents, has stirred the 
imagination of all the money manufac’ 
turers in Congress. Some of the dumb 
Congressmen declare that there is n0 
difference between fiat value for gold 
and fiat value for paper. Anyway, that 
unearned profit has animated the cash 
bonusers to renewed activity. Why 
not transfer the fiat profit to the pockets 
of the deserving legionnaires? 
Where, they say, is the fallacy of 
putting out $2,500,000,000 i 
greenbacks when more than that 
amount of gold has recently been 
created in the Treasury by the 
hocus-pocus of changing the weight 
of a dollar that no longer exist 
for weighing or any other purposes 


532 When doing business with eur advertisers, kindly mention THE MAGAZINE OF WALL STREET 
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Sun Life Assurance Company 
INCORPORATED 1865 of Canada Heap OFFICE - MONTREAL 


Extracts from Directors’ Report—1933 
ASSURANCES IN FORCE, December 31,1933 - - - -  ~- $2,770,453,871 


‘This large amount, the accumulating estates of nearly a million Sun Life 
policyholders, will become payable to them or their dependents during 
this generation—a stabilizing factor of great social and econcmic value 


NEW ASSURANCES PAID FOR - - - -«- «© «2 « - 216,567,441 


ee a we Oe ee ee aw 152,235,821 
DISBURSEMENTS = - - - + «© « e 127,505,801 
EXCESS OF INCOME OVER DISBURSEMENTS - 24,730,020 


PAYMENTS TO POLICYHOLDERS AND BENEFICIARIES 
During the year 1933 - + = = © 8 ee le 97,457,059 
Since Organization - - - + + «© +2 «© «© - 800,170,033 


ee ee ee oer ere, aoe | 624,146,035 


Bonds: government, municipal, public utility and others: stocks, preferred 
and common; loans on mortgages; real estate; loans on Company policies; 
cash in banks, and other assets. 


i ee i ee ae a ce ee ce 609,965,832 
Almost nine tenths ot this sum represents the policy reserve—the amount 
set aside to guarantee all policy payments as they (akan due. 


PAID-UP CAPITAL ($2,000,000) and balance at credit 
of shareholders’ account - -~ - - . - + $3,342,547 


RESERVE for depreciation—in mortgages and real estate 4,885,904 


SURPLUS dee A ee eS ee ee ae 5,951,752 
eee $14,180,203 


The valuation of bonds and stocks has been carried out on the basis prescribed by the Insurance Depart 

ment of the Dominion of Canada and in conformity with the bases authorized by the National Convention 
of Insurance Commissioners of the United States, and the Superintendents of Insurance of the Provinces 
of Canada. 

Policy liabilities have been valued by the full net level premium method, a standard more exacting than 
required by the Insurance Act of the Dominion of Canada. 





The Statement of Accounts has been prepared on the basis prescribed by the Insurance Act 
of the Dominion of Canada, the security values being those authorized by the Dominion 
Insurance Department. The form of report adopted by the National Convention of Insurance 
Commissioners of thc United States involves a different principle in dealing with certain items 
of business. Using this form of report, and valuing the bonds and stocks in conformity with 
the basic authorized by the National Convention, the results are as follows: 


Assurances in force (paid for basis) : : : : . : . $2,754,799,994. 
Assets - ; . oo ae 623,850,586 
Liabilities, exclusive of capital stock and shareholders’ account - ; 609,768.673 
Paid-up capital and balance at credit of shareholders’ account - $3,342,547 
Reserve for depreciation in mortgages and realestate - - + 4,885,904 
Surplus aE eee wk ha - eee oie 5,853,462 
_—— 14,081,913 
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